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JAPAN IN ASIA 
by E. STUART KIRBY. 


Views on Japan, and that country’s 
possible part in the future economic 
development of Asia, are highly col- 
oured by emotion and prejudice. Be- 
fore discussing the Japanese position 
in detail, it is therefore advisable to 
take as wide a view as possible of the 
psychological setting. 


It is now about a hundred years since 
Eastern Asia began, on a major scale, 
to be opened to the West. The domin- 
ant aspect of this period was the spread 
and development of capitalism. But its 
main impetus was lost in the 1930's, 
with the onset of Depression and poli- 
tical troubles, In the East, even earlier 
than in the West, that situation de- 
generated into War. The War clearly 
defined the end of an era. Today, the 
general conviction and sentiment are 
that one epoch has closed, and another 
is opening. Thus it is almost platitu- 
dinous to say that the first phase of 
Asian development has reached its end; 
it had its heyday in the late nineteenth 
century and the beginning of the twen- 
tieth, and was a stage of primary de- 
velopment largely dominated by mer- 
cantile interests. Its characteristic 
activities were the acquisition of raw 
materials and the pursuit of trade; it 
did not aim at major industrial de- 
velopment. The second phase, now 
believed imminent, is generally taken 
to be qualitatively different; it is sup- 
posed to represent the secondary and 
“higher” plane of  industrialisation. 
Moreover, it is supposed to offer alter- 
natives to Western or capitalistic pro- 
cedures. Communism and Nationalism 
offer other choices, in the second cycle 
of development; whereas, in the first, 
Capitalism owas the only possible 
course. It was suggested in the first 
article in this series (Far Eastern Econ- 
omic Review, August 4th) that some 
of the visions of hyper-industrialisation 
and mechanisation are illusory, and 
that the apparent alternatives to inter- 
national capitalism (ie. Communism 
and autarchism), though proposing 
different procedures, have _ essentially 
the same end in view, viz. an extreme 
industrialism. 


The Japanese, whatever their errors 
and crimes, are at least in some res- 
pects immune from the current ideolo- 
gical confusion. As a small and over- 
populated island, Japan cannot follow 


the course of autarchy. On the question 
of industrialisation, the Japanese have 
a better sense of proportion than other 
peoples. Their country is already in- 
dustrialised; but has a flourishing and 
skilful agriculture which still occupies 
one half of the population, and can 
sustain the whole in emergency. A 
more important point is however that 
they are the only nation in East Asia 
which has integrated its industrial 
(urban) development with its agrarian 
(rural) development. Elsewhere in 
Asia, farming is static in its methods 
and setting; townsmen and industrial- 
ists remain aloof from the countrymen, 
and there is a vast social and tradition- 
al gulf between them. Not so in Japan; 
industrial enterprise has not merely 
provided the means of improvement in 
farming technique, but — with the 
cottage industry system and a_ wide 
dispersal of local industries — actually 


based its industrial structure largely 
on the countryside. If a Japanese 
speaks of starting a new industrial 


venture, he may be thinking in terms 
of cottage workshops as much as of 
urban smokestacks. All that has been 
told abroad about the Zaibatsu, the few 
big groups that have controlled all 
Japanese industry, has sometimes given 
a false picture of a great centralisation 
of plants. It was of course the organ- 
isation that was on a large scale; the 
manufacturing units are generally very 
small and numerous, though their ac- 
tivities were skilfully linked up. The 
modern history of Japan’s internal 
economic development deserves special 
study, as an instance of social integra- 
tion. in countries whose real problem 
is rural disintegration. In the nine- 
teenth century, Japan — though ac- 
tually a latecomer in the process — 
entered wholeheartedly and confidently 
into the first cycle of development. Her 
practical success was largely due to the 
relative stability of her social system. 
In the latter part of the twentieth cen- 
tury, the Japanese are likely to enter 
into the second cycle of development 
with something of the same energy and 
assurance. Their social and economic 
structure at home is still strong, in 
comparison especially with others 
which are weakened by class war or 
blinded by racial feeling. 
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Hongkong Clearings, Currency 

Taiwan Fertilizer Trade 

Reports from Japan, Malaya, 
the Philippines, Indonesia 


The Japanese, as a people, are active 
and irrepressibie because of their hard- 
workingness, their talent for organisa- 
tion, and their practical adaptability. 
All these expressions are relative; this 
is not to say that they are perfect in 
these respects, nor to deny that they 
have great and countervailing defects. 
But it is to say that they possess these 
qualities in comparatively high degree; 
that there are few in Asia who can 
compete with them in worldly matters; 
that the survival of this nation is cer- 
tain; and that the reassertion of its 
technical superiority is (locally) quite 
possible. Perhaps nothing throws into 
sharper relief the general lack of real- 
ism, among other East Asian peoples, 
than the small amount of thought that 
is given to the great problem of Japan, 
or the sporadic and scanty attention 
devoted to it in printed news and com- 
raent. The theme leads sometimes to 
recrimination, bui rarely to’ reflection; 
more often than not, there is a tacit 
conspiracy to ignore or minimise the 


issue—just as, in polite society, one 
avoids topics that are distasteful. 
Many, . indeed, have good reason to 


shudder or curse at the mention of 
Japan; but no one is justified in trying 
to ignore it. The Europeans have a 
rather more realistic attitude towards 
Germany, which to them presents a 
similar problem. 


The Japanese themselves have now 
an opportunity, strikingly similar to 
the one presented to them in the last 
century, of demonstrating their own 
kind of realism; they show some signs 
of being able, as they were on the pre- 
vious occasion, to take the opportunity. 
Technical leadership in the Far East 
is again open to them, in some fields, 
though any other kind of domination is 
forbidden to them. An immediate and 
important point is that they are ready, 
just as they were eighty years ago, to 
make a practical break with the past. 
In 1949, as in 1869; they are looking 
to the future. They find neither plea- 
sure nor use in the exchange of re- 
criminations about the past; and they 
have enough worldly sense to’ base 
their interpretation of the present on a 
forward-looking, rather than a back- 
ward-looking point of view. It is of 
course more accurate to say, of 1949 as 
of 1869, that they turn from the recent 
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past, while respecting the more ancient 


and fundamental of their national 
traditions. 
ae * bod 
a 
History—according to a well-worn 


Saying—repeats itself. With all -due 
allowance for changed conditions, it 
appears that the second great phase of 
Asian development is likely to open 
with the Far Eastern nations divided 
into broad groups, on lines remarkably 
similar to those which prevailed at the 
beginning of the earlier stage of deve- 
lopment, nearly a century ago. First, 
there are the countries of South-East 
Asia. In the nineteenth century these 
had already a “prehistory” of capital- 
istic contact with the West; they were 
familiar with Western ways, and not 
altogether unwilling to fit into the, 
trade pattern of the occidental world. 
In the first phase of development they 
continued on the colonial basis as plan- 
tations and centres of primary and 


extractive activity, with a structure 
essentially mercantile, strikingly de- 
pendent on certain great entrepot 


cities. In the second cycle of develop- 
ment, they intend greatly to enhance 
their national status, but must do so 
as members of a worldwide economy. 

Second, there is the great mass of 
China. There is something about the 
attitude of the new regime in China 
which is—in undertone at least—sadly 
reminiscent of the ancient isolationism. 
The New China is to be built out of its 
own resources. The ancient Empire 
had no need of the barbarians and 
their products; the New Democracy re- 
jects foreigners and their capital. 
(Assistance is to come from the great 
ally, the Soviet Union. An _ earlier 
article in this series, Far Eastern Econ- 
omic Review, August 25th developed 
the view that such did, however spiri- 
tually exhilarating, must be physically 
limited, and that politically this pro- 
posal might be like that of the man 
who wished to ride a tiger. The recent 
pronouncement that the needs of Com- 
munist China are to be supplied by the 
Skoda Works in Czechoslovakia is per- 
haps sufficient illustration of the 
naivete of the economic calculations of 
the Communists.) After 1841, some 
thirty years of inertia and hostility had 
to be gone through before China even 
began to be assimilated to the processes 
of the wider world; a similar period 
had further to elapse before there were 
any movements of participation m 
world affairs on a basis of self-respect 
and reciprocity. The present prospect 
is infinitely brighter, but it seems that 
there must be some gap, a considerable 
period in which all energies will have 
to be devoted to internal reform, and a 
good deal of painful readjustment, be- 


fore China enters on her secondary 
phase of development. 
Third, there is Japan. Enough has 


been said above about the immediate 
psychological differences in the case of 
Japan. Underlying them there is in 
the modern age a permanent objective 
compulsion: Japan is the only country, 
among all the nations concerned in 
Asian development, which must earn 
its living almost entirely in that area, 


the present relative 
Japan from Asian affairs is unreal, and 
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by trading with or working for the 
other Eastern countries. A volume 
of trade and development in Asia at 
least equal to that of the pre-war 
period is absolutely indispensable to 
the Japanese, to assure the latter even 
the barest livelihood. Any hope of 
better living, for them, depends mainly 
on the possibility of an extension of 
East Asian markets. All tne other 
Asian nations might perhaps survive, 
at least in the short run, if the whole 
area ceased to develop and remained 
at present levels; Japan is the only one 
which, in the same degree as Britain, 
must “export or die.” Japan may find 


markets again in other parts of the 
world; but for obvious reasons, her 
proper sphere of livelihood is Asia. 


Japan has, more completely than any 
of the others what may be called an 
intrinsic interest in Asian economic 
development. A large country like 
China may believe itself more or less 
self-sufficient. Others in South-East 
Asia may iook partly to themselves and 
partly to outside links. The Western 
powers have much to gain from Asian 
development, and are the _ greatest 
potential contributors to it; but, from 
their own point of view, even their 
complete withdrawal from the East (if 
things had to come such a pass) would 
not mean economic disaster. And there 
is Russia, whose motives in Asian af- 
fairs are, for better or for worse, al- 
most entirely extrinsic. 


* * % 


On the economic plane especially, 


estrangement of 


cannot continue very long. In fact it 
has only been possible because Japan 
was subsidised by the United States. 
Practically the whole cost of occupa- 
tion and supervision has fallen on the 
U.S. taxpayer. Relief expenditure was 
also made on a large scale. To these 
were added, in recent years, vast sums 
for rehabilitation. Now “reactivation” 
is proceeding further, and a consider- 
able American investment in Japan is 
scheduled. During this time, Japan has 
functioned within the dollar area. She 
has had a large and increasing deficit 
on the balance of trade. 

Occupation policy in Japan has thus 
had three phases. The first was the 
disarmament of the Japanese and the 
beginning of * democratisation. The 
economic aspect of this was important. 
It included a successful programme of 
agrarian reform: on the background of 
the relatively favourable social posi- 
tion in which the Japanese peasantry 
found themselves by the end of the 
war, aS compared to that of farmers in 
other Eastern countries, these measures 
have largely immunised Japan from 
the contemporary trend of rural-based 
Communist agitation. It proceeded 
with the liquidation of the zaibatsu, the 
large monopolistic trusts. On this point, 
as on the question of political democra- 
tisation, there was much criticism and 
scepticism, to the effect that the former 
masters of Japan remained in real con- 
trol and were outwitting the Occupa- 
tion authorities. It is undeniable 
however that their central organisa- 
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tions were physically destroyed; and 
some counter-scepticism is allowable, 
on the score that the Supreme Com- 
mander is one of the few eminent 
Americans who has an “inside” know- 
ledge of Far Eastern psychology, is one 
of the few Allied commanders who had 
the measure of the Japanese from the 
start of the war, and is hardly the type 
to be so easily hoodwinked. 

The second phase is that of rehabili- 
tation. It involved at the start a 
further question in respect of the 
liquidation of the zaibatsu. Initiative 
and the roles of coordination and en- 
terprise were so heavily concentrated 
in the hands of these persons that there 
seemed no one to take their place. It 
is generally stated that the holdings 
were in effect handed over to their 
“lieutenants,” their senior managers 
and technicians. This is broadly true, 
but it may give a false impression if 
the process is not visualised in terms 
of the actual background within Japan; 
the influence of the new heads is much 
checked—quite apart from Occupation 
supervision— by the work of the new 
trade union movement, which exerts a 
pressure comparable to that of Social 
Democracy in England, by the special 
Japanese structure of guild and group 
arrangements, and by the bureaucratic 
machinery and traditions of the Japan- 
ese administration. 

The third phase, which has. been 
termed “reactivation,” is now immin-~ 
ent, or has already begun. The Ameri- 
can taxpayer has for some time been 
restive under the extra burden placed 
on him by Japan; Japan must pay her 
way. She must again open trade and 
other practical contacts with the out- 
side wor|d; it is now apparently pro- 
posed to give some elementary facil- 
ities in that direction. Meanwhile 
American private enterprise has  be- 
come interested in direct investment in 
Japan. 


* * * 


It may not be long before Japan re- 
appears as a major factor in the Far 
Eastern economy. This series of 
articles deals with “Basic Trends” and 
cannot discuss the consequences in de- 
tail, but a few general points may be 
made here. The assumption is at pre- 
sent that some overall settlement in 
the Far East is envisaged, including 
economic arrangements which in some 
kind or degree would resemble the 
“Marshall Plan” conception of mutual 
aid. In an American approach on these 
lines, Japan would obviously play an 
important part. It seems wise to dis- 
count the prevalent impression that 
any Japanese trade drive would be 
less formidable than that country’s 
pre-war efforts. It is true that Japan’s 
material difficulties will be very much 
greater; but so also will be the neces- 
sity driving the Japanese. There is a 
tendency to forget how thorough was 
pre-war Japanese organisation of pro- 
duction and trade; their structure of 
guilds, trade associations, “control 
bodies,” official and unofficial bureaux, 
etc. was indeed over-complicated in 
some ways, but in others it had great 
advantages. There have been many 
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changes in Japan in the post-war years, 
but the essential basis of this system, 
and the organisational habits it implies, 
remain deep-rooted. The Japanese are 
ant-like in their industriousness, but 
also in their talent for integrating and 
systematising their activities. If this 
were linked with American energy and 
imagination in commercial matters, the 
combination could be formidable. 


In any international arrangement on 
Marshall Plan lines, Japan would be 
the most amenable participant and a 
Singularily flexible part of the machin- 
ery. Her developing foreign trade re- 
vival has from the start been patterned 
on’a network of parts with individual 
countries and the sterling area, ar- 
ranged by the Occupation authorities. 
Few countries are so “controlled” and 
“regulated” as Japan; it is an irony of 
history that it should fall to the home- 
land of Individualism, ‘the United 
States, to have charge of a country so 
constituted, and to contemplate using 
it for the purposes of a great scheme 
of international planning. 


A main difficulty in the path of such 
a policy is of course the other countries’ 
fear of Japanese competition. The only 
full answer to this is perhaps for the 
scheme to be essentially one of inter- 
national division of labour. In the 
main, Japanese and British products 
(for instance) are in non-competing 
groups; where they do not differ in 
kind, they generally differ sufficiently 
in quality to be considered as serving 
different markets. This is of course an 
over-simplification; there are some 
cases of direct competition, and many 
of marginal competition; and the effects 
of any influx of cheap goods are not 
localised to one price-level or place. In 
‘an overall plan, however, such matters 
are adjustable. Broadly speaking, Japan 
is likely to be cast again for the role 
of supplying the “coolie markets.” But 
this is.a very important role; and if the 
plan is essentially a development 
scheme, is which the other countries 
‘are concentrating on primary and basic 
production for quite a long term, it 
means the provision of “incentive 
goods” especially in this category, 
which the other praspective partici- 
pants are in general less well-placed 
to provide. The possibilities of Japan 
as a supplier of light machinery, and 
perhaps particularly of agricultural 
equipment, chemicals, etc., must how- 
ever also be considered. 


It seems however evident that in 
general the introduction of Japan into 
any such overall plan would be incon- 
sistent with her remaining, as she is 
at present, on a hard currency basis; 
so long, at any rate, as the other coun- 
tries concerned are “soft.” If the ar- 
rangement is one of aid in the form of 
.a dollar pool, like the Marshall Plan, 
this barrier is lowered (though not al- 
together abolished). If the policy is for 
jncreased Japanese participation on the 
present basis, the result is a multipli- 
cation of the uncertainties of bilateral 
dealing or group arrangements which 
(as in the Sterling Area arrangement 
with Japan) one side or the other re- 
‘sents as a “drain” or a bad bargain. 
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Outl6ok for Hongkong-China 
2 Relations 


The British Government, local au- 
thorities and the commercial commun- 
ity irrespective of nationality and race 
have clearly indicated, by word and 
action, that continuation of amicable 
relations with neighbouring China is 
very much desired. Trade is the prin- 
cipal occupation of the Colony’s in- 
habitants and anythi:ig which interferes 
with business is’ résénted here. 
Although there are préjudicés especial- 
ly among the middle clas¥é8 against the 
rule of the,Chinese Communist Party 
(CCP) and one suspects —* with ever 
more well-founded justification — the 
subservience of the CCP to’ Moscow’s 
internationally laid-out policy of world 
revolution and Soviet hegetivriy, the 
local community would prefer to’ be left 
out of all political discussions; devoting 
itself solely to the pursuit of trade and 
money-making. In this desire tHe local 
citizens find themselves supported by 
Government who would be satisfied if 
this view of the common man would 
also be shared by the CCP in Peiping. 


Unfortunately, earlier anticipations 
of possibly correct if not amicable rela- 
tions between Hongkong and China may 
prove difficult to maintain at the mo- 
ment. In spite of the obvious anxiety 
of Hongkong—the community at large 
and the authorities—to devote all in- 
terest to the promotion of trade and to 
obviate any tension, recent radio and 
press rumblings in CCP controlled 
China have put the Colony on the alert. 
There is now sufficient evidence that 
at least a faction inside the CCP and 
among some of the communist allies, 
notably the so-called KMT revolution- 
ary committee under Marshal Li Chai- 
sum, have elected to cause _ ill-will 
among the Chinese against the British 
administration of Hongkong and ul- 
terior motives have become apparent. 
Whether the CCP Politburo supports 
an unfriendly policy vis-a-vis Hong- 
kong may be doubted at the moment; 
mutual profit would only result if 
Hongkong-China trade is not inter- 
rupted and if communist China would, 
through the entrepot of this Colony, 
maintain links with an otherwise not 
very cooperative outside world. There- 
fore, one might assume, and in spite of 
possible promptings by Moscow, the 
forthcoming CCP dominated coalition 
government of ‘red’ China may find it 
advantageous to keep relations with 
Hongkong unruffied. This is the san- 
guine view taken but there are other 
counsels which urge that the world- 


Until these issues are solved, the 
problem of Japan raises more questions 
than it answers. But these questions 
require to be considered, for a settle- 
ment on Japan (in the economic 
sphere) cannot be indefinitely post- 
poned. 
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wide strategic considerations of the 
USSR must be taken into calculation 
when forecasting the future of Hong- 
kong-China (i.e. Anglo-Chinese rela- 
tions in the final analysis) agreement 
or disagreement, 


* 

The Imperial Government has left 
nothing to chance; very elaborate mili- 
tary preparations have been made and 
are now about to be completed. This is 
obviously a very costly enterprise but 
preparedness costs much money. That 
some sort of US financial support may 
be granted so as to ease the burden of 
British defence expenditure in the Far 
East was recently mooted in London 
and Washington and it appears logical 
to expect that, on the record of US as- 
sistance during the post-war years to 
countries which were directly or in- 
directly coming under communist ag- 
gressive attacks, the financial if not 
other support of the US will not belong 
in materialising. Hongkong is, to judge 
by the facts revealed by the local com- 
mander-in-chief at a recent public 
press conference, in a very good de- 
tence position which should discourage 
any aggressive designs by the CCP. It 
is however always emphasised here, 
by merchants and government Officials, 
that a military campaign against the 
Colony by the People’s Liberation army 
is most improbable; although the pro- 
paganda inside ‘red’ China is very in- 
sistent about the ‘strength’ of the ‘red’ 
army it is clear to everybody who 
knows his China and this coun- 
try’s industrial inadequacy to sustain a 
modern army that there will be no 
military adventure. Thus, the military 
preparedness of Hongkong may be re- 
garded as a very expensive luxury — 
nevertheless, it is essential that a po- 
tentially hostile neighbour be shown 
that Britain, while most accom- 
modating if it comes to matters of trade 
promotion and other peaceful business, 
is determined to maintain Hongkong 
as a British colony and will not submit 
to any pressure. 


Government here is in a _ ticklish 
position; on one hand it is necessary to 
give proof of one’s desire to maintain 
cordial relations with a CCP ruled 
China, to proceed tactfully, be concilia- 
tory if it comes to _ controversial 
questions and show accommodation to 
justified requests by the Chinese au- 
thorities (of whatever political com- 
plexion) but on the other hand it is 
equally necessary to indicate firmness 
and determination to defend the sover- 
eignty of Hongkong. The very fact . 
that a large defence force, consisting of 
battle-experienced land forces, a strong 
naval force and several R.A.F. squa- 
drons of fighters and bombers—aggre- 
gating over 30,000 men—is being as- 
sembled here, may be construed by a 
hostile communist press as constituting 
a danger to the security of the ‘new’ 
China. With all diplomatic skill it 
will be often embarrassing to glide 
over the contradictions inherent in the 
political situation arising from the ‘red’ 
rule over China. With good will, on 
both sides of the Hongkong-Kwangtung 
border, relations may develop correct- 
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ly, particularly so if considerations of 
mutual benefit are shaping the course 
of Anglo-Chinese politics. 


For the purpose of smoothing out 
political arguments with the Chinese 
authorities Government here is provid~- 
ed with a Special Adviser and a Poli- 
tical Adviser; but at the same time, 
testifying to the importance of the 
security of the Colony, there are three 
assistant colonial secretaries attached 
to Government for the purpose of look- 
ing after the defence of Hongkong. A 
small but efficient locally recruited 
volunteer defence force is being train- 
ed, the police force has been brought 
up to the highest total in its history 
and liaison between these two forces 
and the military is closely maintained. 
At the same time Government has 
drafted elaborate legislation which is 
suitable to combat any internal disor- 
‘ders or agitation leading to disturbance 
of peace and order in the Colony. The 
requisite new ordinances (or amend- 
ments to old ordinances) have all been 
passed by Legislative Council. The 
principal emergency legislation enacted 
during recent months provides for (a) 
the virtual prohibition of political 
parties, associations and movements if 
they have their origin or direction 
abroad, thus preventing the extension 
of the political strife in China to en- 
gulf a portion of the local Chinese po- 
pulation and at the same nipping in 
the bud the legal establishment of the 
CCP in Hongkong; (b) the prohibition 
of strikes if politically inspired; (c) the 
deportation of undesirables and persons 
suspected of fostering sedition; (d) the 
control of the population under emer- 
gency conditions. 


Several steps taken by Government 
here to curb communist agitation have 
already aroused much indignant com- 
ment from Peiping radio; the search of 
the house of a local CCP official, the 
closure of a school for communist in- 
doctrination, the warning to the com- 
munist news agency with regard to 
defamatory reports about the British 
navy, and one or two other matters 
were taken up by the Peiping propa- 
ganda but significantly enough it was 
not the CCP which commented but 
some of the so-called democratic asso- 
ciations which are about to form with 
the CCP the ‘coalition government.’ As 
one is used to violent language and 
abusive epithets from the communist 
press and radio the attacks on Hong- 
kong, by way cf comment on _ the 
several actions by the local Govern- 
ment, were considered mild, however, 
nobody overlooked the spirit behind 
these ‘comments.’ The most obnoxious 
matter in these Peiping radio attacks, 
faithfully reproduced by the local com- 
munist press, was the attempt to inter- 
fere in domestic conditions of Hong- 
kong by championing the rights of the 
alleged oppressed residents here. Under 
present conditions of unbalanced 
Hongkong-China relations it would be 
imprudent to ignore these attacks al- 
though by their very absurdity and 
contortion of actual conditions in 
Hongkong one should disregard them. 


The CCP exists in Hongkong but has 
never come out into the open. Under 
present emergency legislation it could 
not apply for registration as a political 
party in the Colony and it is doubtful 
that if legislation was not enacted the 
CCP would have preferred to establish 
itself openly and legally. While pre- 
viously the KMT functioned on a 
rather extensive scale in the Colony 
and a host of small parties and political 
associations maintained offices and even 
‘China headquarters’ in Hongkong, the 
CCP chose to operate as it were un- 
officially. There is however now as in 
the past a very virile communist press 
in Hongkong which has never been 
interfered with and which has during 
recent months increased in size and 
volubility. Not infrequently this press 
is most unappreciative of the toler- 
ance and truly democratic freedom of 
speech which is practised in Hongkong 
—in contradistinction to cities in China 
where censorship prevails and the dis- 
tribution of foreign news services is 
prohibited with nothing but the com- 
munist party line being served to a pub- 
lic who no longer have access to non- 


communist information (except by 
means ot shortwave broadcasts). It 
has happened here that some more 


vitriolic editors of communist publica- 
tions have overstepped the limits of 
permissible comment and have _ in- 
dulged in slanderous language which 
in many other countries would have 
resulted in libel suits and severe penal- 
ties, however, no action was taken here 
and it is not impossible that the offend- 
ing journalists are of the opinion now 
that there is reluctance on the part of 
the local authorities to curb the ‘red’ 
press for fear of retaliatory measures 
in ‘red’ China. Socially, the local com- 
munists have only once arranged a 
function for the public; three days 
after the fall of Nanking the local CP 
gave a cocktail party in the Hongkong 
Hotel when CP members, sympathisers 
and other selected persons were invit- 
ed to celebrate the occasion. In the 
absence of party officials — or in order 
to make it appear as if no other high- 
ranking CP members were in Hong- 
kong—the hosts were Mr. Chiao Mu, 
the head of the New China News 
Agency local branch, and his wife 
(known also under the name of Miss 
Kung Peng). 


In the local Jabour movement the 
CCP has a strong footing in the unions 
which have combined some months 
ago in the “Hongkong Kowloon Trade 
Unions Federation.” But on the whole, 
and particularly considering the Mal- 
ayan insurrection which was caused by 
government-labour differences and 
which has found its main support 
among workers, the local labour situa- 
tion is as quiet as at any time before. 
The relative absence of political inter- 
est by organised labour in Hongkong 
is partly attributable to the maturity 
of labour leaders here and the high 
standard of living enjoyed by workers 
when compared to conditions in other 
Far Eastern countries. The field for 
communist agitation is therefore small. 
Only under present conditions of an 
entrepot and a British colony can the 
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community, and with it labour, expect 
favourable and prosperous working. 
Labour stands to lose in case of a poli- 
tical change in the status of Hongkong. 
This is being realised and therefore 
there is little support for any potential 
agitation among the workers of the 
Colony to attract them to the ideology 
of communism. Nevertheless it is a 
fact that the numerically and relatively 
largest support which the CCP could 
muster here comes from labour; stu- 
dents and a certain group of intellec- 
tuals are of minor importance although 
they are more vocal and enthusiastic. 


In: the face of the extension of com- 
munist power in China and of the im- 
pending formation of a CCP dominated 


coalition government in Peiping the 
attitude of Hongkong vis-a-vis the 
‘new China’ must be defined. It. would 


seem most politic to emphasise trade 
relations and other economic activities 
which would redound to the mutual 
well-being of both neighbours, how- 
ever, this ostrich policy may be possi- 
ble to pursue only for some time when 
it will become imperative to come out 
into the open with a real program. 
Barring any vital changes in the cur- 
rent pattern of cold war operations 
and, of course, the outbreak of the 
anticipated world war III, Hongkong’s 
policy with regard to a communist 
ruled China—submissive to the Soviet 
Union especially in all matters of for- 
eign policy—will be in accordance with 
the concepts of London and Washing- 
ton, i.e. preparedness, suspicion, avoid- 
ance of friction, trade relations subject 
to military-strategic considerations. 


The free-trading community of 
Hongkong would certainly like to 
avoid being drawn into any conflict 
but such wish is impossible of fulfil- 
ment. The best which can be done 
under present cold war tensions and 
the increasingly accumulating evidence 
of ‘red’ China acting at the behest of 
Moscow is to concentrate on promotion 
of business with China having, how- 
ever, due regard to certain limitations 
which must be imposed on trade with 
any country which has come, or is 
coming now, under the control of the 
Soviet Union. Merchants, being usual- 
ly though not entirely, addicted to 
profit-making may try, especially if 
inducements are attractive, to run a 
military-strategically imposed blockade 
and thus may cause the tightening of 
trade controls to be directed against 
China under the CCP. For the time 
being there is however no real danger 
for dispatching to ‘red’ China such 
materials which may help in the build- 
ing up of a modern war industry or 
otherwise provide the People’s Libera- 
tion army with weapons and ammuni- 
tion which one day might be turned to 
use against Hongkong itself. 


Jf it was only possible to appease 
the new rulers of China the whole 
picture in the Far East would undergo 
a fundamental change. It is however 
unlikely that, at least for some consi- 
derable time to come, there will be 
adopted a new and more realistic 
course of action hy the CCP: That. 
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there is no unison in the highest coun- 
cils of the CCP on matters of foreign 
policy can be taken for granted; the 
all-too-obvious and almost obsequious 
courting of the Soviet Union by the 
CCP has come to most politically con- 
scious Chinese as a shock and the un- 
ending shower of fulsome praise of 
anything the Soviets say or do is caus- 
ing much resentment even among 
staunch communists. The seeds for a 
Moscow-Peiping split have been: sown 
long ago; the present stage of develop- 
ment in China is favourable for the 
CCP’s regaining a more independent 
position. With luck, tact and adequate 
inducements it might not be impossible 
to speed up this development. Until 
such a change comes to pass—if ever 
it does—the situation here remains as 
succinctly stated by the Governor of 
the Colony some time ago: Prepare 
for the worst, hope for the best. The 
old Romans had another appropriate 
saying: Si vis pacem, para bellum. 


Shanghai under the 
New Regime 


If it was not for the effects of the 
KMT imposed blockade the progress of 
rehabilitation in Shanghai would have 
been faster however even under present 
war-like conditions the administration 
has accomplished a remarkably efficient 
job. There have been a few cases of 
minor officials being discovered of ex- 
torting money from the people or other- 
wise indulging in the traditional forms 
of squeeze but on the whole the new 
men in control of affairs in Shanghai 
have lived up to the public’s expecta- 
tion of honesty, integrity and relative 
efficiency of communist-trained person- 
nel. Until the new auuthorities were 
able to take over and organise the 
various municipal departments there 
Was some degree of insecurity mainly 
by riotous workers and ga few boisterous 
union leaders; but now the situation is 
well controlled by the civil administra- 
tion (largely composed, especially in 
the upper brackets, of former military 
officers) which no longer shirks to call 
‘irresponsible’ workers to order and in- 
sists on the unhampered carrying-out 
of Mao Tsetung’s policy of ‘New Demo- 
cracy’, ie. retention of capitalism dur- 
ing an undefined interim period, slow 
change-over to socialist economy. 


Confidence of businessmen and all 
non-KMT affiliated capitalists is return- 
ing. The imposition of taxes is felt 
often as bordering on the confiscatory 
level but it is appreciated that the 
government and army have to obtain 
the necessary funds from the public 
failing which inflation of the currency 
is the only way open. The tendency 
to expropriate certain industrialists 
and property owners has been suppres- 
sed and care is taken by the new au- 
thorities to discgurage extremists and 
any elements who—for communist zeal 
or other less noble reasons—might dis- 
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turb the economy of Shanghai. Em- 
phasis is laid on production expansion, 
more working hours, less labour re- 
muneration, adequate profits for capital 
and management, in short, the school 
of thought of free enterprise appears 
triumphant for the moment. State-own- 
ed corporations and bureaus are on the 
increase but they dq not encroach cn 
the business of private firms; in ‘fact, 
the new regime just took over the state 
or KM'T’ owned and controlled com- 
panies etc. and carries on their busi- 
ness, with more efficiency and less (if 
any) graft and corruption. That the 
future may bring considerable exten- 
sion of state-owned corporations js 
likely but the length of the so-called 
interim period, prior to reaching the 
communist paradise anteroom, is certain- 
ly sufficient for the present generation 
to earn a good living if their wits and 
luck do not fail them. 


Anti-foreignism has been a_ real 
menace under the former KMT regime 
and it was feared that under the new 
political dispensation more violent out- 
bursts of anti-foreignism could occur. 
There are, especially in Shanghai 
which city is distinguished for vicious- 
ness in many respects, many profes- 
sional troublemakers and _ anti-foreign 
campaigners; but these persons found 
themselves frustrated in their endeav- 
ours to stir up hatred against for- 
eigners. The communists, the world 
over, are internationalists and anti- 
foreignism is regarded, and treated, as 
a crime just as much as persecution of 
people because of their race or religion. 
Under communism no distinction — at 
least theoretically—is to be made bz2- 
tween Chinese and _ non-Chinese, al- 
though there is a _ deep-seated anti- 
foreign complex in China (not among 
the farmers but so much more among 
certain intellectuals and returned 
students) and the looting instinct is 
ever on the alert, foreigners in Shang- 
hai fared well under the new regime 
and enjoy full protection by the au- 
thorities. Nevertheless, some com- 
munist affiliated papers are time and 
again using insulting language when it 
comes to foreign nationals in China and 
otherwise do not follow the strict com- 
munist party line in matters of dealing 
with non-Chinese. This inferiority 
complex inspired verbosity in some of 
the Chinese publications should not mis- 
lead one to believe that there is an of- 
ficial tendency to instigate or even to 
tolerate anti-foreignism. The very fact 
that the Russians are daily extolled and 
anything which is in connection with 
the foreigners other than Anglo-Ameri- 
can ‘imperialists’ is praised very highly 
should serve to dispel the notion of 
anti-foreignism in the ‘new China’. 
Foreign names (not only the ubiquitous 
red saints Marx and Lenin) of leading 
socialists in various European ‘people’s 
democracies’ are constantly dinned into 
the ears of the Chinese, and Russians 
are made the object of fulsome praise. 
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though crude and 
campaign is waged 
against the American ‘imperialists’— 
with other Western countries’ mis- 
creants sharing a good measure of this 
slander—must be understood. as one of 
the forms of attack in the cold war of 
today. Sofia, Bucharest and Warsaw 
talk the same language today as does 
Peiping—the gist being prepared in 
Moscow with some latitude given to 
non-Russian commentators with a 
vocabulary of scurrilous terms un- 
equalled by Homer’s Iliad. 


That a vitriolic 
naive propaganda 


It would appear impolitic from the 


general point of view of the Chinese 
today to continue with this vicious 
anti-American propaganda; when the 


US was supporting the KMT there was 
some ground for this propaganda but 
at present when the KMT no longer re- 
ceives any tangible US aid and is left 
to fend for itself, and the official line in 
Washington has changed to one of 
compromise with the new regime in 
China, the endless harping on alleged 
UlS misdeeds in the past and the slan- 
derous attacks on anything which 
America proposes, must be interpreted 
as war support by the Chinese com- 
munists to Soviet Russia. By more con- 
ciliatory behaviour China stands to gain 
put slipping entirely under Moscow's 
control the outlook for the Chinese 
people is dim. Common sense, one of 
the alleged great national traits of the 
Chinese, seems to have been discarded 
in the high councils of the CCP. It : 
significant that the propaganda in He ; 
China does not assail capitalists bu 
continually ‘imperialists’ and is singling 
out Aimerican as the greatest villain in 
human history. This sort of silly pro- 
paganda has already backfired; oven 
the less intelligent sector of the public 
is ridiculing the communist tirades and 
those gifted with more Saaae at” / 
are turning away from communism D€= 
cause of its excesses in political py 
paganda and reiterations of the absurd. 


The majority of Shanghai's active 
and earning population is engaged in 
commerce and is therefore mainly in- 
terested in getting on with their busi- 
nesses irrespective of official policies. 
As Hongkong is ‘red’ China’s principal 
trading partner at the moment relations 
with the Colony are of utmost im- 
portance. There is some trade going 
on with US and Japan but most ships 
calling on Shanghai and North China 
ports come from and return to Hong- 
kong. Among Shanghai merchants 
there is much confidence expressed in 
the uninterrupted flow of goods, both 
ways, and the continued amicable re- 
lations between China and Hongkong. 
No reason for any tension brought 
about by Chinese communist policy is 
being discerned and the general con- 
sensus of opinion is that the status of 
Hongkong is not in any form or manner 
questioned by the new regime in 
Peiping. It is to the mutual advantage 
to exchange commodities between China 
and Hongkong and nobody would profit 
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ECONOMIC NEWS FROM THE UNITED STATES 
By E. Kann 


(Special to The Far Eastern Economic Review) 


British American Dollar Conference 


After extensive preparations ° the 
Anglo-American economic conference 
in Washington is about to be inaugu- 
rated when this letter is being posted. 
The six-point program is intended to 
ease, and not to solve, England’s finan- 
cial crisis. That the meeting, in which 
Canada also is taking a part, is sur- 
rounded by feelings of gloom cannot 
be denied. Preliminary negotiations in 
the capital are meant to facilitate dis- 
cussions on certain essential points. 
The following points are on the agenda: 
(1) A further reduction of British 
purchases from America. (2) Relax- 
ing the conditions of the 1946 British 
loan agreement with U.S.A., permitting 
Britain to further discriminate during 
her financial difficulties against Ameri- 
can merchandize payable in hard dol- 
lars. (3) An _ organized advertising 
campaign for British goods to be sold 
in U.S.A. (4) Streamlining Ameri- 
can customs regulations to facilitate 
the entry of English products. (5) 
Enlarging and speeding up of Ameri- 
can acquisition of rubber and tin from 
Malaya, for the purpose of providing 
colonies with dollars. (6) Additional 
U.S. loans and further purchases from 
Southeast Asian members of the Bri- 
tish Commonwealth. 


Arguments for a square deal for 
Britain are common knowledge. Her 
having gone through a terrific wartime 
ordeal, was followed by strenuous 
efforts at reconstruction, entailing un- 
told privations. She broke many re- 
cords in productive output and in ex- 
port volumes, so that she is entitled 
to obtain more consideration. 


America, on the other hand, counters 
that Britain merely is one of the 19 
nations being supported. There exists 
a body of opinion in this country, be- 
lieving that the £ at 4.02 is too high 
priced a currency and that the English 
authorities’ refusal to devaluate the 
pound works against American, and 
even British, interest. 


. At this juncture Britain is earning 
$600,000,000 from her exports. But in 
order to satisfy her requirements, she 
must export to the extent of $1,800,- 
000,000. Another complaint is. that 
American import tariffs are too high; 
however, the answer is that they are 
the same as they stood in 1914. Fur- 
thermore, it ought to be recalled that, 


from an interruption of this traffic. 
The neutrality of Hongkong has been 
often proved in China’s internal up- 
heavals and in the current civil war the 
traders and government of Hongkong 
have always correctly proceeded, no 
favour was shown to any belligerent 
while refugees found a secure haven in 
the Colony, 


in 1929, England had no difficulties in 
disposing in the American market 
goods for 1 billion dollars, 


As regards American purchases of 
rubber from British colonial sources, 
it will be useful to remember that at 
present 600,000 tons of the ' Malayan 
product are being imported into this 
country every year. To enlarge this 
quantity to any extent would mean 
shutting down local synthetic rubber 
plants. 


Indubitably American goodwill is 
there, and the intention to help Britain 
is ardent. Possibly some new loans to 
the Dominions might eventuate. More 
tourists might be directed to the Bri- 
tish isles; more British tonnage might 
be utilized. However, to all appear- 
ances the American Government, hav- 
ing assisted Britain in her hour of need 
in a most unselfish and even magnifi- 
cent manner, is unlikely to be able to 
grant much more extended aid. Such 
might have to come from private capi- 
tal in future. 


Quite recently I heard a broadcast, 
coming from the influential and well- 
informed Washington columnist Drew 
Pearson who, on Sunday nights, ter- 
minates his news-cast with ‘“predic- 
tions,” 80% of which he claims to have 
been realized. In his last report Pear- 
son predicted that financial conditions 
in Britain are so hopelessly bad, that 
shortly she will ask the United States 
to take over the garrisoning of the 
Straits Settlements, Iraque, Egypt, etc, 
etc. He made no mention of Hongkong. 


British Industries Run by Labour 


In my last’report I supplied extracts 
from a series of articles by editor E. T. 
Leech, written for the Scripps-Howard 
chain of newspapers and appearing in 
serial form in numerous American 
journals. In continuing today I can 
merely supply brief extracts, due to 
lack of space. In doing so, I wish it 
to be clearly understood, that none of 
the opinions expressed are my own. 


Commenting, on the recent un- 
announced price cut of 5%, which hit 
the small shopkeeper especially hard, 
Mr. Leech considers this step as an 
outcome of desperation. It followed a 
24-day dockstrike, sporadic railway 
showdowns and an endless chain of 
economic difficulties. British business, 
both state-owned and private, 
under an amazing network of planning. 
There are plans within plans; bureaus 
within bureaus; national, regional, 
local and plant committees; export and 
import licenses; priorities for raw 
material, machinery and labour. End- 
less forms to be filled in and records 
to be kept. Plans get snarled, and are 
supplanted or modified by new plans. 
As rules often fail to work, they are 
bolstered by new rules. Actually there 
is no free business in Britain today. 


runs. 
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The British Labour Party’s platform 
is; “Government must accept respon- 
sibility for economic planning for the 
nation as a whole.” The basic differ- 
ence between the British plan and the 
plans developed under Stalin, Hitler 
and Mussolini has been in the use of 
force. In Britain the individual has 
remained free. Beyond employing the 
power to freeze coal miners in their 
jobs, the Government has_ scarcely 
touched its authority to control em-. 
ployment. By and large, the British 
Government has followed democratic 
methods in putting over its program. 
It tolerates free speech and political 
opposition, Personal liberty lives in 
England. 


How long will this continue? Will a 
Government, already deeply in trouble, 
with many of its plans continually go- 
ing awry, resist the temptation to en- 
force by compulsion what it cannot do. 
by persuasion? Will it yield to the old 
snare that the end justifies the means, 
and that those who resist what is. 
planned to help them must be forced 
along for their own good? That cross-- 
road is being approached by DBritain.. 
The answer may be found in the gen- 
eral election next spring or summer. 


Taxation in England is- used not 
merely to raise revenue for her exten- 
sive social service and security sys- 
tems, and to pay the losses of her state: 
industries, but also to level off society.. 
It aims at a narrow gap of income, so: 
that nobody will be real poor or very 
rich. Francis Williams, for two years 
public relations adviser to Premier 
Attlee, outlines these aims in an ex- 
cellent book “Socialist Britain.” They 
seek a minimum income of $1,000 to: 
1,200, with a maximum of about $10,000 
to 12,000, which is to include salaries. 
and investment incomes. The social-. 
ists have done well at cutting down the 
upper incomes through heavy personal 
and business taxes, levies on inheri- 
tances and even levy on capital. But 
they have still a long way to go raising 
the lower incomes. 


The Metal Markets in America 


There is no doubt that the auspices 
for metals in this country are good. 
Steel production points upward. Plants 
are now working at 86.3% of capacity. 


Copper consumption during the last. 
week of August aggregated from 4,000 
to 9,000 tons a day, compared with 
3,400 tons the preceding week. Pro- 
ducers during the month of August de- 
livered to manufacturers 80,000 of 
copper, compared with 45,000 in course 
of July. The price of copper remains. 
firm at 17.5/8 cents a pound. 


The demand for lead continues good, 
and prices are unchanged at 15% cents 
a pound. It is understood that orders 
of lead supplies for September delivery 
sy larger than the output is likely to 

e. 


Zine prices were unexpectedly upped 
to 10% cents pound last week. 
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On the other hand, aluminium pro- 
duction is being curtailed in Canada 
owing to declining demand for export. 
Price 17 cents a pound. 

Antimony is quoted at 41%4 cents a 
pound; nickel 40 cents a pound, plati- 
num $69 an ounce. Tin $1.03 a pound. 


Automobile Industry still in High Gear 


Though selling motor cars is not 
quite as easy as before, the manufac- 
ture of cars is increasing. The output 
for August is estimated at 655,000 units, 
— a new record high. If factories can 
continue the present rate of production, 
the 1949 output for U.S.A. and Canada 
will aggregate 6,675,000 vehicles. 

Since the end of the war about 11% 
million passenger cars will have been 
built. Consequently 34% of the estim- 
ated 33.5 million registered vehicles are 
now less than three years old. 


The Freight Car Market 

On the other hand, the market for 
new freight cars is not good. In the 
last two years railroad freight car 
manufacturers have been kept rather 
busy. Since June, 1947, approximately 
230,000 have been built for domestic 
use. But by July 1, 1949, only 42,800 
cars remained on order, sufficient for 
about five months work. Now orders 
have dried up almost completely. 

Actually 500,000 new cars are needed, 
according to transportation experts; of 
these 300,000 are meant to replace the 
freight cars over 30 years old, and 200,- 
000 freight cars to bring car capacity 
up to levels considered safe during 
emergency periods. However, since 
railroad incomes are now declining, 
companies are not likely to re-enter 
the car market. At present about 
1,770,000 cars are on the rails in this 
country, and these are sufficient for re- 
quirements. 

Under such circumstances American 
Car & Foundry, as well as_ Pressed 
Steel Car Co., will probably encounter 
deficit operations. Another major car 
builder, General American Transporta- 
tion, has besides car building other 
major lucrative operations to make 
good any losses in the car division. 


items of General Interest 


Sinclair Oil Co., at the end of August, 
announced a huge expansion program 
for the production of crude oil. Same 
is to extend over 5 years and to in- 
volve $250,000,000. To begin operations 


a loan for $50,000,000 was arranged 
with an insurance company, call- 
ing for 3% .. interest and = run- 


ning for 25 years. The aim of 
the expansion program is to increase 
production in the United States by 
50,000 barrels a day within 5 years. 
Prior to the recent cut-back Sinclair’s 
output aggregated 100,000 barrels daily. 
Refineries are to be modernized and 
pipelines are to be laid. The company’s 
oil lease in U.S.A. cover more than 5 
million acres, of which 225,000 acres 
are termed proven. 


Consolidated Vultee Aircraft (Con- 
vair) of San Diego, reports a semi- 
annual profit (for the 6 months ended 
May 31) of $1,585,000, compared with 
a loss of $7,534,000 for the identical 
term of 1948. 
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II 


CURRENCY & BANKING IN THE FAR EAST 


CURRENCY IN FAR EASTERN 
COUNTRIES IN 1948. 


(1) Changes in Monetary Systems 
A currency reform was introduced 
in China on August 19, 1948, which was 


.a complete failure (“gold yuan’). In 


those parts of China held by the Com- 
munist authorities the Peoples’ Bank 
of China was established in December 
1948 as the central bank having the 
sole right of note-issue for the areas 
under Communist’ control. The cur- 
rency system is to be a managed one 
and the note issue is to be backed by 


While cash dividends in U.S.A, in 
July were slightly less than those paid 
in July, 1948, the amounts paid for the 
3 months ended July 31, 1949, in the 
form of dividends reached $1,512,700,- 
000. This is 8% above the correspond- 
ing ‘period of 1948, according to reports 
from the Commerce Department. 

Radio Keith Orpheum Corporation, 
report a net profit of $2,207,000 (or 57 
cents a share) for the first half of 1949. 
Net income for the comparable period 
last year was $1,902,000, or 49 cents a 
share. 

Lockheed Aircraft Corporation dis- 
closes a much reduced net profit for 
the first semester of 1949, viz., $2,237,- 
000 ($2.08 a share), as compared with 
$5,310,000 or $4.93 a share last year 
(1st half). It is pointed out that, while 
last year only 7% of incoming orders 
were for private account, now these 
constitute _20% of the total. 

Record has been set for advertising. 
Sears Roebuck & Co., mail-order house 
of Chicago, is the largest retail adver- 
tiser in newspapers. Last year the 
said firm disbursed $24,571,000 for ad- 
vertising, an increase of 28% over the 
previous all-time high. General Motors 
was the next largest advertiser in 
newspapers, having spent last year 
$15,282,000 for this purpose. 


Television for Motion Picture Theatres 


During the first half of this year 
exports of American motion picture 
films were 13 million linear feet less 
than during the comparable period of 
1948; this meant a reduction in value 
of nearly two million dollars. 


Since the movie business in the 
States also is not good, theatre owners 
and picture interests in general have 
long ago eyed the possibility to adapt 
television. A new such system has 
now been proposed for exclusive thea- 
tre use. Film engineers state that a 
large segment of radio spectrum should 
be set aside for the theatre television 
use. The location should be beyond 
the reach of home receiving sets. 
Through use of the system, motion pic- 
tures could be relaid from a central 
film place to suburban theatres in the 
Same district.” Theatre television will 
endeavour to offer material paralleling 
in a general fashion that presented by 
the legitimate theatre, radio and motion 
pictures, but adding the important ele- 
ment of immediacy,” the statement 
asserts. 


essential commodities such as food, 
cloth, etc. (No free market in foreign 
exchange is to be permitted. 


The Central Bank of the Philippines, 
the establishment of which was decided 
upon in 1947, was inaugurated on 3 
January, 1948. This ushers in a new 
era in the currency history of the coun- 
try. The automatic dollar exchange 
standard has been abandoned and an 
independent currency system establish- 
ed. The Central Bank has been vested 
with the sole right of note issue and 
has been given wide powers for the 
expansion or contraction of the money 
supply in accordance with the require- 
ments of the country. It is required 
to maintain the existing rate of ex- 


change, namely US$1.0=P2, although 
under certain conditions the rate may 
be altered. 


The Indochinese piastre is the com- 
mon legal tender of the Associated 
States of Indochina (Viet-Nam, Cam- 
bodia and Laos) and is at present is- 
sued by the Banque de  1’Indochine 
which is neither a central bank nor 
a government bank. The introduction 
of a currency reform in Indochina was 
decided upon in 1946. An important 
step in this direction was taken on 10 
July, 1947 by an agreement between 
the French Government and the Ban- 
que de l’Indochine according to which 
the latter renounced its right of note 
issue. The agreement was ratified by the 
French Parliament by an Act on 25 
September, 1948. Another Act was 
passed on the same date authorizing 
the establishment of a Currency 
Board. The Board would be under the 
control of the High Commissioner and 
would have a monopoly of note issue 
in Indochina. So long as there is ex- 
change control in Indochina, its note 
issue is to be backed by French francs, 
Treasury Bonds in Indochina, and by 
advance payments to the Indochinese 
Treasury. In the event of the suspen- 
sion of the exchange control, the Act 
provides for the backing of the note 
issue by gold or foreign exchange. 
The Board’s holding of French francs 
is not to fall below, nor its advance 
payments to the ‘Treasury to exceed, 
33 per cent of the note circulation, 
The Board will maintain the parity 
of the piastre with the French 
franc at the existing rate, namely 1 
piastre=17 francs, but will have the 
power to modify the rate in certain 
circumstances. The issue of currency 
will not be subject to political inter- 
ference. An important feature of the 
Board is that it is not to perform other 
central banking functions. It will not 
provide rediscounting facilities ‘or 
otherwise control credit. This was con- 
sidered necessary in view of the fact 
that its jurisdiction as currency 
authority would extend over a number 
of States which have not yet decided 
to have a common institution for the 
control of credit. Since the passa 
of the two Acts on 25 September, 1948, 
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Indochina has entered upon the 
transitional period provided for in the 
agreement dated 10 July, 1947 between 
the French Government and the Ban- 
que de l’Indochine. The latter continues 
to be the currency authority until the 
Board starts functioning. The existing 
note issue of the Banque de l'Indochine 
is based on the exchange standard, 
namely the fixed convertibility of the 
piastre into the French franc and is 
therefore automatic and rigid. A cer- 
tain measure of elasticity would be 
introduced under the reformed scheme 
of note issue by the proposed Currency 
Board. 

No changes have been reported in 
the monetary systems of Burma, Japan, 
Malaya and Siam. Burma’s central 
bank which started functioning with 
effect from January 1948 is not to per- 
form any currency functions; the Cur- 
rency Board which was established in 
April, 1947 continues to be the cur- 
rency authority. 

(2) 


Composition of Currency 
Reserves 

Currency reserves are nowadays re- 
garded as important not so much to 
provide for the internal convertibility 
of paper money as to ensure its con- 
vertibility into forign exchange, con- 
sistently with the needs of the economy. 
Another important object of the re 
serve requirements is to provide a 
safeguard against excessive note issue. 
Furthermore, in so far as the reserves 
are sound and consist of gold, foreign 
exchange, etc., they do much to inspire 
public confidence in the currency—a 
factor of no mean importance. But the 
soundness of the reserves does not, by 
itself, ensure the successful working of 
a monetarv system. 

There is always a hard core of cur- 
rency which must remain in circulation 
for the public cannot do without it. 
No liquid reserves are required against 
this. A currency system can work 
successfully if it has in its reserves 
more than sufficient foreign exchange 
to meet all eventualities that are likely 
to arise. This may not necessarily be 
a very large part of the total currency 
reserves. 

An examination -of the reserves and 
of changes in their composition gives 
a fairly good idea of the present posi- 
tion and working of the various cur- 
rency systems. The reserves usually 
consist of gold and silver, foreign ex- 
change, including the securities of 
foreign Governments, securities of the 
home Government and other assets. A 
significant develooment has been that 
gold no longer occupies an important 
position in the ~' rrency reserves. This 
is a basic change. In the days of the 
gold standard, countries which were 
on the gold standard had to maintain 
substantial quantities of gold in their 
currency reserves to ensure the con- 
vertibility of the local currency into 
gold. Countries on an exchange stand- 
and, whether it was the sterlinfi, dollar, 
franc or the guilder exchange stand- 
ard, held substantial amounts of gold 
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in their currency reserves, because 
their holdings of foreign currencies 
were in effect as good as gold, since 
those currencies were based on gold. 
After the breakdown of the interna- 
tional gold standard in 1931, and later 
during World War II, the importance 
of gold in the currency reserves sub- 
stantially declined. 

The proportion of gold in the cur- 
rency reserve of Siam is substantial. 
A considerable part of it is held in 
Japan. In the case of countries on the 
exchange standard, the “gold” holdings 
which consisted mainly of foreign ex- 
change, lost their gold character when 
the foreign currencies concerned ceas- 
ed to be convertible into gold. The 
small proportion of gold in the re- 
serves does not, of course, by itself 
detract from the soundness of the cur- 
rency systems. 

The Hongkong currency is based on 
the automatic sterling exchange stand- 
ard. All notes in excess of a small 
fiduciary issue are to be covered 100 
per cent by the Hongkong Government 
Certificates of Indebtedness which the 
three issuing banks can obtain from the 
Government against payment of ster- 
ling in London. ‘Exact information 
about the sterling assets is not avail- 
able, but these constitute a very high 
proportion of the currency reserves. 

The foreign exchange reserves of 
the Malayan currency amounted to 
107.7 per cent of the total note issue 
on 81 December, 1947. The law re- 
gulating the issue of currency requires 
that the assets of the Malayan Cur- 
rency Fund are not to fall below 110 
per cent of its liabilities. The currency 
is based on the automatic sterling ex- 
change standard and can, therefore, be 
issued only against sterling credited 
to the account of the Currency Fund 
in London. The sterling holdings of 
the Malayan Currency Fund are not 
blocked. They consist of liquid assets 
and of longterm securities. The former 
exceeded 62 per cent of the note cir- 
culation on 31 December, 1947. The 
liquid assets of the Currency Fund 
declined to 41 per cent of the note is- 
sue on 30 June, 1948. But even this 
is far in excess of any possible require- 
ments of foreign exchange. 

The foreign exchange holdings of the 
Central Bank of the Philippines 
amounted to 1414.9 per cent of the note 
issv2 on 31 January, 1949. These hold- 
ings consist of dollar assets and cover 
certain other liabilities of the Bank 
besides the note issue. 

The combined reserves of gold, silver 
and foreign exchange in the Far East, 
with the exception of China and Japan, 
are sufficient to enable the successful 
working of the currency systems, pro- 
vided that general economic and poli- 
tical conditions are satisfactory. 


(3) Tendency Towards Managed 
Currencies 


The tendency towards managed cur- 
rencies has become more pronounced. 
The inauguration of the Central Bank 
of the Philippines on 3 January, 1949, 
marks the abandonment of the automa- 
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tic dollar exchange standard and the 
introduction of an independent manag- 
ed currency system. The note issue of 
the Bank has to be covered by assets 
which have not been defined. This al- 
lows the Bank full discretion to expand 
or contract the volume of currency in 
accordance with the requirements of 
the country and not with the avail- 
ability of dollars. It is required to 
maintain the existing rate of exchange, 
namely US1=P2. Under certain con- 
ditions the rate can be altered, but 
only with the agreement of the Presi- 
dent of the United States of America. 


The new currency system which is 
being introduced in Indochina envis- 
ages a certain degree of management. 
The reserve requirements for note issue 
are such as to leave an element of 
liberty to the Currency Board in the 
matter of expansion or contraction of 
currency. The Board is required to 
maintain the parity of the piastre with 
the French franc at the existing rate, 
but it has been given power to modify 
the rate under certain conditions. 


Malaya and Hongkong continue to 
be on the sterling exchange standard, 
and there has been no move for the 
introduction of an element of manage- 
ment into their currency systems. 
This is partly explained by the fact 
that both Singapore and Hongkong are 
mainly entrepot centres and, therefore, 
the question of the adjustment of the 
internal cost-price structure to world 
conditions through the monetary me- 
chanism does not arise. Exchange 
stability is of much greater importance, 
and this is acheved through the ex- 
change standard, to some éxtent limit- 
ed, in the case of Hongkong, by the 
existence of a free exchange market. 


The currency reform of 19 August, 
1948 in ‘Ching was an ambitious at- 
tempt to put the monetary system on 
sound lines in a manner in which. the 
element of “management” was to play 
a very important role. The attempt 
failed because certain basic conditions 
for suecess were lacking. The ex- 
perience of China has shown that 
mere management is no panacea for 
the currency ills of a country. The 
general political and economic condi- 
tions in the country and the ability 
and skill of the currency authorities 
play a determining role in the success 
of a managed system. 


(4) Exchange Control 

On account of the serious shortage 
of foreign exchange, dealings in it re- 
main subject to contro] in varying 
degree in all couuntries of the Far 
East. In order to make the best use 
of limited resources, the control 
measures usually required the surren- 
der of foreign exchange earnings 
which were made available to importers 
and others for approved purposes only. 


There was no important change in 
the system of exchange control in 
Burma except that the control, which 
was rather loose up to the end of 
Amgust, 1948, was tightened in the 
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latter part of the year on account of 
the unfavourable balance of payments. 
With effect from 1 September, 1948, 
remittances which cowd be made to 
the Sterling Area without the prior 
approval of the control authorities 
were reduced from Rs. 1,350/- to Rs. 
500/-. With effect from November, 
1948, the control was further tighten- 
ed and remittances of whatever amount 
without the prior approval of the con- 
trol authorities were disallowed. 

As a result of the progress of infla- 
tion in China, the official rate of ex- 
change was consistently unrealistic. 
This resulted in smuggling of exports 
and in free market operations. A 
system of Etxchange Surrender Cer- 
tificates was introduced in May, 1948 
to encourage exports through official 
channels. These certificates were issu- 
ed to exporters surrendering foreign 
exchange who could sell them to ap- 
proved importers at a premium. This 
made the sale of foreign exchange con- 
form more to the market rate than to 
the official rate. Besides, the holders 
of these certificates were saved from 
loss resulting from a fall in the value 
of the Chinese currency duting the 
period in which they held them. The 
system was suspended when the “cur- 
rency reform’ was introduced on 19 
August, 1948, but was _ re-introduced 
on 22 November, 1948. 


The system of exchange control in 
Hongkong was the same as was in force 
in the United Kingdom, but in view 
of the fact that Hongkong is mainly 
an entrepot centre, considerable discre- 
tion was allowed to the local authorities 
in the administration of the control. 
The discretionary powers were inter- 
preted. quite liberally and only a small 
percentage of the foreign exchange 
proceeds of a few selected exports were 
collected, the balance being left with 
the traders. However, in order to pre- 
vent sterling area produce from pass- 
ing through Hongkong en route to hard 
currency areas without the surrender 
of the exchange proceeds to the sterling 
area pool, re-exporters of sterling area 
goods from Hongkong had to surren- 
der 100 per cent of the foreign ex- 
change proceeds. 


The comparative freedom from ex- 
change control enjoyed by the Hong- 
kong traders, and the existence of a free 
market in foreign exchange, led to cer- 


tain developments which were not 
hooked upon with favour by the 
authorities. For example, considerable 


quantities of merchandise coming from 
sterling area countries could be re- 
exported to soft currency destinations 
which, but for the facilities provided 
by Hongkong, would in many cases 
have been directed to hard curreney 
areas. Besides, the unofficial rate of 
exchange between sterling and the U-S. 
dollar was more favourable to sterling 
in Hongkong than in such centres as 
New York, Zurich, Antwerp, Amster- 
dam and Paris. Thus it paid a dealer 
to convert sterling into U.S. dollars at 
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Hongkong and_ reconvert the dollars 
into sterling in other markets. Asa 
remedial measure, new exchange re- 
gulations were issued in 1948 the main 
features of which were as follows: (1) 
Monetary transactions between the 
United Kingdom and Hongkong were 
(with a few exceptions) made subject 
to licence. This resulted in a consider- 
able reduction in the U.S. dollar trans- 
actions in the Hongkong free market. 
(2) The proceeds from the export of 
goods which were not financed in U.S. 
dollars and which were destined to 
countries other than the Sterling Area 
were (with a few exceptions) to be 
surrendered. 


The system of exchange control in 
Japan is unique. There was what is 
called a “military rate of exchange” 
having an extremely limited scape. 
Dollars could be converted into yen 
at this rate (which remained at 270 
yen to one U.S. dollar since May, 1948) 
but yen could not be reconverted into 
dollars. ‘Such conversion could not be 
used, however, for the export of com- 
modities. For purposes of international 
mrchandise trade there was no single 
or fixed rate of exchange between yen 
and dollar or any other currency. 
SCAP received all payments from 
foreign dealers for exports and made 
all payments to them for imports in 
U.S. dollars or other appropriate 
currency. The domestic purchaser or 
seller made or received payment, as 
the case might be, in yen. For this 
(purpose the ratio between yen and the 
foreign currency was different for 
different types of imports or exports. 
The ratio approved by SCAP for any 
particular type of transaction was an 
important factor on which the success 
of negotiations between the domestic 
and the foreign dealers depended, for 
this ratio determined how much the local 
dealer had to pay in the case of imports 
or to receive in the case of exports. 
This made foreign trade on private ac- 
count more cumbersome and complic- 
ated than it would have been otherwise. 
But it was inevitable, for, as a result of 
the isolation of the Japanese economy 
for more than a decade, the internal 
cost-price structure was not in harmony 
with the rest of the world. It had 
been further distorted by the fact that 
in the case of many industries, in which 
the ovtput is abnormally low, the unit 
costs are extremely high. 


The Philippines has q favourable 
balance of payments, thanks to heavy 
disbursements made by the United 


States Government for various pur- 
poses. it, therefore, has large dollar 
resources. The country could afford to 


have an unfavourable balance on cur- 
rent trade account, and the imposition 
of exchange control was not considered 
necessary. In December, 1948, however, 
in order to conserve foreign exchange 
resources for the economic development 
of the country, an import control was 
introduced to restrict the import of lux- 
ury goods and af articles considered 
non-essential. 
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In 1946 there was great disparity 
between the official and the free market 
rates of exchange in Siam, the baht 
being very much over-valued. at the offi- 
cial rate. The obligation to sell foreign 
exchange proceeds to the Bank of Siam 
at the officia] rate encouraged smugel- 
ing of export goods and discouraged 
their export through normal channels. 
In order to remedy the situation the 
foreign exchange and trade regulations 
were considerably modified from time 
to time during 1946. Some of the im- 
portant features of these modifications 
were as follows: ‘The obligation to sell 
foreign exchange proceeds to the Bank 
of Siam at the official rates was abo- 
lished except for rice, tin, teak, rubber 
and cement. 100 per cent of the pro- 
ceeds in the case of rice and cement, 
50 per cent in the case of tin and teak, 
and 20 to 25 per cent in the case of 
rubber were to be surrendered at the 
official rates. Foreign exchange could 
be purchased from the Bank of Siam 
at the official rates for the import of 
wertain priority goods. Authorized 
banks were allowed to buy, sell and 
remit foreign exchange. The existence 
of a free market wag thus officially re- 
cognized. During 1947 and 1948 the 
exchange control was exercised more 
or less on the same lines as in 1946. 
In March, 1948 the priority system of 
granting foreign exchange at the offi- 
cial rates was abolished. Since then 
exchange can be purchased at that rate 
only for the import of fuel oils and 
lubricants, for educational purposes, for 
the requirements of public health bodies 
and for remittances to non-resident 
shareholders of the dividends of public 
utility companies registered in Siam. 
The export of teak was freed from ex- 
change control. The existing arrange- 
ments have permitted foreign trade to 
remain at a reasonably high level and 
at the same time have enabled the Gov- 
ernment to earn a large revenue by the 
jpurchase, at the official rate, of a part 
of the foreign exchange acquired. 


* * a 


BANKING IN THE FAR EAST 


(1) Banking Structure 


The modern banking systems of 
many countries of the Far Hast are as 
yet in early stages of development. 
They are dominated by commercial 
banks, and_ specialisation of functions 
has not gone very far. Agricultural 
credit institutions, such as co-operative 
societies, occupy a comparatively un- 
important position, and _ the credit 


facilities provided by them are not 
adequate. This is significant in view 
of the predominantly agricultural 


character of the economy of the region. 
Special institutions for industrial finance 
are practically non-existent, although 
in some countries they are springing 
up under government amsgpices. The 
region has to depend to a great extent 
on the services supplied by foreign 
banks. 


' functions. 
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Before the war the banking system 
of Burma consisted of the Reserve 
Bank of India and _ the branches of 
foreign banks. The main business of 
the latter was the financing of foreign 
trade. The year 1948 witnessed some 
important changes. resulting in the 
greater participation of the Burmese 
in the banking business of the country. 
In February, 1948 the Union Bank of 
Burma was established to replace the 
Reserve Bank of India ag the central 
bank of the country. The Burmese 
National Bank, a private bank owned 
by the Burmese, was also : opened in 
1948. At the end of the year there 
were 20 registered banks as against 13 
at the beginning of 1946. Most of these 
banks were, however, branches of 
foreign banks. 


Tine banking system of China consists 
of the four leading government banks— 
the Central Bank of China, the Bank 
of China, the Bank of Communications 
and the Farmers Bank of China—and 
the Central Trust of China, the Postal 
Remittances and Savings Bank, the in- 
digenous banks and the foreign banks. 
Before the war there was no effective 
central control over the banking system 
nor was there any specialisation of 
The foreign banks and the 
indigenous private banks occupied an 
important position in the system. Dur- 


ing and since the war there were, 
however, certain important changes. 
The government banks assumed an 


overwhelmingly important position and 
their deposits rose from 59 per cent 
of the total deposits of all banks (ex- 
cluding foreign banks) at the end of 
1936 to 92 per cent at the end of 1946. 


The relative importance of foreign 
banks greatly declined. Functional 
specialisation of the four government 


banks was decided upon in July, 1942. 
The right of note issue was centralized 
in the Central Bank of China. The 
Bank of China was to specialize in 
foreign trade finance, the Bank of Com- 
munications in industrial finance, and 
the Farmers’ Bank of China in rural 
finance. The Central Bank of China 
has emerged as the most powerful 
financial institution in the country, 
exercising unified control over the 
banking system, including the other 
three government banks. There was a 
phenomenal increase in the total num- 
ber of bank offices which rose from 
2,065 in 1942 to 5,859 in 1947. This 
does not, however, represent a healthy 
expansion, for most of the new banks 
were a mushroom growth. The finan- 
cial power of the banks was greatly 


reduced. Deflated by the Shanghai 
wholesale price index, the total de- 
posits of government banks in 1947 


amounted to only 10 per cent of what 
they were in 1937. This was a natural 


consequence of inflationary conditions 
under which people preferred to keep 
their wealth in the form of goods 


rather than bank deposits. 


The banking system of Hongkong 
comprised 148 registered banks in 1948, 
23 of- which were authorised to deal in 
foreign exchange. It is dominated by 
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British and foreign banks. Besides, 
there are a number of small Chinese 
exchange shops which provide some 


banking facilities but which cannot be 


regarded as banks in the normally 
accepted meaning of the term. Al- 
though there is no central bank, ad- 


ministrative control is exercised by 
the Government in accordance with the 


Banking Ordinance promulgated in 
1948. 
The banking system of Indochina 


consists of the Bank of Indochina and 
other banks. The former is not a 
central bank. It is subject to control 
by the Government which owns one- 
fifth of its capital stock. The introduc- 
tion of the new currency system will 
result in a fundamental change in the 
character of this institution. It will 
cease to be a bank of issue. 


The banking system of Indonesia con- 
sists of the Bank of Java, the Popular 
Credit Bank and other banks. The 
Bank of Java is both a bank of issue 
‘and a commercial bank. 


The banking system of the Federa- 
tion of Malaya and Singapore consists 
of banks which are mostly branches of 
British banks. There is no central 
bank nor a clearing house. 


Tlhe banking system of the Philip- 
pines consists of the newly-formed Cen- 
tral Bank of the Philippines, the Re- 
habilitation Finance Corporation which 
has absorbed the former Agricultural 
and Industrial Bank, the Philippine 
National Bank, the indigenous joint 
stock bank and the foréign banks. The 
Rehabilitation Finance Corporation and 
the Philippine Nationa] Bank are gov- 
ernment institutions and occupy a pre- 
dominant position in the system. The 
foreign banks also play an important 
role. Most of the banks are concentrat- 
ed in Manila, and banking facilities in 
the provinces are inadequate. 


The banking system of Siam consists 
of the Bank of iam, which is the cen- 
tral of the country, the indigenous 
joint stock banks and the foreign banks. 
The total number of bank offices in 
Siam was 48 in 1948 as against 46 in 
1947 and 19 in 1942. In 1947 and 1948, 
50 per cent of the bank offices were 
located in Bangkok alone. The number 
of foreign banks increased from 7 in 
1941 to 9 in«1947. Thus the bulk of 
the expansion of bank offices represents 
greater participation of the Siamese 
in the banking business of the country 
as compared with prewar. 


The banking system of Japan con- 
sists of the Bank of Japan as the cen- 
tral bank of the country, the ordinary 
joint stock banks including the eight big 
banks, the special banks, agricultural 
credit co-operatives, urban credit co- 
operatives, the Central Bank for Agri- 
culture and Forestry, the Reconstruc- 
tion Finance Bank, the Postal Saving 
and the Postal Transfer Saving Bank, 
etc. It is very well organised as com- 
pared with the banking systems of 
other countries in the region and is 
characterised by a considerable degree 
of specialisation of functions. 
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(2) Central Banking 

China, Japan and Siam were already 
provided with central banks. Burma 
and the Philippines established their 
central banks in 1948. There is a mark- 
ed tendency for greater governmental 
control over the central banks and for 
increasing the powers of the latter 
over their respective banking systems. 


The Union Bank of Burma was in- 
augurated on 8 February, 1948. It 
performs the usual central banking 
functions with the exception of note 
It is a bankers’ bank and also 


issue. ‘ 
banker to the Government. It is au- 
thorised to buy, sell and  rediscount 


bills, to make loans and advances to 
approved bodies and institutions on 
proper security, to issue demand drafts, 
to perform transactions in gold or 
bullion, foreign exchange and seouri- 
ties, and to act as the Government’s 
agent for exchange control. It is a 
State bank, the Government owning the 
entire capital. It is expected to pro- 
mote indigenous banking and secure 
the development of a healthy money 
market in the country. 

The powers of the Central Bank cf 
Ching have been greatly increased as 
a result of the abolition, on 30 October, 
1948, of the Joint Board of the Four 
Government Banks, whose functions 
were taken over partly by the Central 
Bank and partly by the Ministry of 
Finance. The Board was formed in 
September, 1939, and was _ entrusted 
with the task of carrying out the war-_ 
time financial and economic policies of 
the Government. In September, 1942, 
the Central Trust of China and the 
Postal Remittances and Savings Bank 
were also put under its direction and 
supervision. It became a very power- 
ful institution during the war. Its 
main functions were the adjustment 
of the note issue among the four 
banks and the joint granting of loans 
and discounts to government industries 
as well as private business concerns. 
With the suspension of the note issu- 
ing power of the other three govern- 
ment banks in July, 1942, the Central 
Bank of China began to hold a predo- 
minant position in the supply of 
money and credit, and in the course 
of time, the other government banks 
were practically reduced to the status 


of its subsidiaries. The abolition of 
the Joint Board formally confirmed 
this fact. 


The Central Bank of the Philippines 
was inaugurated on 3 January. 1949. 
It has the sole right of note-issie and 
has the right to discount paper, hold 
the balances of other banks, purchase 
and sell securities, act as a banker to 
tee GPrerament and manage the public 

ebt. 


(3) Commercial Banking 


_Commercial banking has made con- 
siderable progress during recent years, 
at least in some Far Eastern countries. 
Bank deposits have registered an in- 
crease. The increase is not only appar- 
ent but real, that is, after allowing 
for the increase in the note issue. The 
percentage of bank deposits to note 


1949 


issue increased in the Philippines and in 
Japan. It remained constant in Siam. 
An examination of the clearing house 
returns also indicates an appreciable 
improvement in banking business, 
average monthly bank clearings increas- 
ing in Hongkong, Siam and Japan. 

The tendency for liquidity preference 
appears to have been arrested, at least 
in certain countries. The increase in 
the percentage of demand deposits to 
total deposits was negligible in the 
Philippines and Japan. It fel] in the 
case of Siam. In some countries of 
the region, particularly in the Philip- 
pines and Siam, the banks have to 
keep a fairly high proportion of their 
resources in liquid form. This is ne- 
cessary in economies where the bank- 
ing habit is not well developed. Ad- 
vances and bills discounted have re- 
gistered an increase in several coun- 
tries. The percentage of advances and 
bills discounted to total deposits in- 
creased in the Philippines, Siam, and 
Japan. Investment in securities shows 
a tendency to decline in some countries. 
This is because of the availability of 
more profitable avenues of employment 
of funds, such as loans, advances, etc. 

An increase in bank deposits and 
bank clearings, a halt in the tendency 
for liquidity preference, and the ex- 
pansion of loans and advances by the 
banks, are all indicative of a revival 
of business confidence and of a general 
improvement in conditions of trade 
and industry. 


44) Agricultural Finance 

Agricultural finance presents many 
difficult problems. On account of small- 
scale farming, the borrowers are 
numerous though the individual loans 
are not large. This necessitates the 
handling of a large number of small 
loans which adds to their cost. Most of 
the agriculturists have not got any 
acceptable security to offer, and banks, 
with their offices in towns, cannot be 
expected to have adequate knowledge 
of the financial status and _ credit- 
worthiness of borrowers living in re- 
mote and distant villages. Thus the 
ordinary banks are practically ruled 
out as a source of agricultural finance. 
Co-operative credit is the obvious solu- 
tion. Most Far Eastern countries have 
tried to develop the co-operative move- 
ment ‘with. varying degrees of success. 
The main cause of the slow rate of pro- 
gress appears to the low percentage of 
literacy amonest the cultivators and 
their inability to appreciate the benefits 
that can be derived from co-operation. 
The village money-lender, who fre- 
quently charges exorbitant rates of 
interest, continues to be the main 
source of rural finance. His utility as 
a supplier of credit could be greatly 
increased if he could be made a part 
of the banking system and thus brought 
under central control. 

In Burma the co-operative societies 
and the money-lenders are the main 
sources of, agricultural credit. In 1941 
there were 2,051 co-operative societies 
(including 1,599 agricultural credit 
societies) having a membership of 
2,000 and a working capital of Rs. 
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14 million. The movement was com- 
pletely disorganized during the Japa- 
nese occupation. After liberation 


the Government found it necessary to 
finance the cultivators by making direct 
loans to them under its Agricultural 
Credit Scheme, which was operated by 
the Financia] Commissioner. Efforts 
were, however, made to revive the old 
societies and to form new ones. ‘These 
have met with considerable success 
and, by the end of July, 1948, there 
were 2,437 agricultural credit and 
marketing societies and 188 fisheries 
societies. A sum ,of Rs. 7.5 million 
was allotted for making advances to 
agricultural credit and marketing so- 
cieties for 1948. Ont of this, loans 
worth Rs. 4.5 million had been issued 
by the end of October, 1948. 

In China, the Farmers’ Bank was 
entrusted with the provision of finance 
for agriculture. In December, 1946 the 
Central Co-operative Bank was also 
established. The greater part of loans 
was advanced for financing the dis- 
tribution and storage of special farm 
products such as cotton, silk, tobacco, 
etc., agricultural production and land 
improvement. 

Agriculture plays a very minor role 
in the economies of Hongkong and 
Singapore, and there are no specialized 
institutions for the provision of agricul- 
tural finance. The co-operative societies 
in Singapore are mostly for non-- 
agricultural purposes. At the end of 
1947 there were 36 societies having a 
membership of 13,300 and a working 
capital of M$1.3 million. Each society 
has to rely on its own resources and 
receives no financial assistance from 
the Government or any other source. 

In Indochina, agricultural credit is 
provided by the Chinese money-lenders 
and “chettys”. The Indochina branch 
of the Credit Populaire has also re- 
sumed its activities which were slowed 
down by events in 1945-46 and has 


extended them to co-operatives and 
small industries. 

In Indonesia the General Popular 
Credit Bank is the principal source 


of agricultural finance. It was es- 
blished in 1934. In 1941 it had 108 
loca] offices and 1,800 “field workers”. 
There were 750,000 outstanding loans, 
representing more than 32 million 
guilders, about 80 per cent of which 
were unsecured. The prewar offices 
are reported to be resuming their ac- 
tivities in the areas under Netherlands 
control. The method of granting credits 
is unique. Applications for loans are 
not examined from behind a desk in 
the bank’s offices, but the credit require- 
ments of the applicants are investigat- 
ed on the spot in the villages or: at 
“sessions” held at various places from 
time to time. The bank thus reaches 
those who need credit in their own 
localities and is thus able to supplant 
the usurer. Loans are granted both 
for production and consumption. Dur- 
ing 1947 it granted loans worth 12 
million gmilders. In the first three 
months of 1948 its loans amounted to 
7 million guilders. The Bank also 
controls and assists the municipal 
credit institutions, called village banks, 


which meet the credit requirements of 
the rural areas. This village credit 
system comprises about 12,900 such 
organisations granting loans in paddy 
and in small sums of money for very 
short periods. 

In the Philippines, the Rehabilitation 
Finance Corporation, which absorbed 
the former Agricultural and Industrial 
Bank, is the most important institution 
for the provision of finance for agricul- 
ture. It was opened for business in 
January, 1947, and up to 26 May, 1947, 
it had advanced P4 million for agricul- 
ture out of its total advances of P33.3 
million. The small farmers have to 
depend for their credit requirements on 
the usurers, large landowners, and 
buyers and processors of agricultural 
products. The Joint Philippine Ameri- 
can Finance Commission recommended 
a programme of small loans to farmers 
based on individual farm _ production 
plans worked out jointly by the bor- 
rower and competent agricultural ad- 
visers and followed wp by supervision 
and advice to ensure proper utilisation 
of the loans. 

In Japan the Agricultural Credit Co- 
operatives and the Central Bank for 
Agriculture and Forestry specialize in 
agricultural finance. Agricultural loans 
are also granted by other banks, trust 
companies, etc. In June, 1948, loans 
for agriculture, forestry, fisheries, etc., 
made by the various important finan- 
cial institutions, amounted to Y: 26,692 
million as against Y. 14,314 million 
in June, 1947. 


(5) Industrial Finance 
The banking systems of most Far 
Eiastern countries lack specialised 


institutions for the provision of finance 
for industry. This is so probably be- 
cause the private entrepreneur finds 
commercial banking to be more pro- 
fitable than industrial banking. Be- 
sides, the element of risk in the case 
of short-term loans against merchan- 
dise is much smaller than in the case 
of long-term loans to industry. Want 
of credit facilities for industry is one 
of the causes of the slow pace of in- 
dus trialisation in the region. It seems, 
however, that the various aspects of 
the problem of industrial finance are 
being recognised, and either special 
institutions are being set up or other 
arrangements are being made under 
government auspices for meeting the 
credit requirements of industry. 

In Burma there are no specialised 
financial institutions for industry, 
whose credit needs are therefore, met 
by the ordinary banks. In the case 
of Burma, advances for the processing 
and manufacturing of food and raw 
materials amounted to Rs. 20 million 
out of Rs. 73 million of total bank ad- 
vances in July, 1948. 

In China, the Bank of Communica- 
tions was expected to specialise in 
industrial finance. Als a matter of 
fact, the Bank of China also, in ad- 
dition to its banking business, has been 
providing credit facilities for industry. 
Information about advances to indus- 
try in recent years is not available, 
but in view of the certainty of loss in 
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advances during a 
period of hyper-inflation, the financial 
assistance received by industry from 
the banking system has been small, ex- 
cept in the case of government indus- 
tries financed by government banks. 

There are no special institutions for 
industry in Hongkong, Malaya and 
Siam. 

In Indonesia there is no important 
institution specialising in the provision 
of industrial finance.. However, the Gov- 
ernment made other arrangements for 
meeting the postwar requirements of 
industry. Licences were issued to in- 
dividval enterprises unblocking their 
frozen prewar bank balances and 
authorizing banks to make funds avail- 
able to them, not exceeding stipulated 


making long-term 


amounts with or without government 
guarantee. Under this system, licences 
were issued to industrial enterprises 


to the amount of 11.5 million guilders 
in 1946 and 14.3 million guilders in 
1947. In so far as possible, allotments 
of foreign exchange were also granted 
for the import of essential equipment 
or raw materials. The Popular Credit 
Bank also granted credits amounting 
to 1 million guilders to industry and 
trade during 1947. 

In the Philippines, the Rehabilitation 
Finance Corporation is a special in- 
stitution for financing the rehabilita- 
tion of the economy. It provides finance 
for industry. From January, 1947 to 
October, 1948 its loans aggregated 165 
million pesos. It has been decided re- 
cently to float a 50 million pesos bond 
issue, in addition to a similar amount 
issued in 1947, with a view to increas- 
ing the Corporation’s capital to 300 
million pesos, 

In Japan, the Reconstruction Finance 
Bank is the most important institution 
for reconstruction finance, including 
finance for industry. At the end of 
Oictober, 1948, it had a paid up capital 
(paid by the Government) of Y. 25,000 
million and it had issued bonds worth 
Y. 72,900 million. Its loans amounted 
to Y. 97,359 million as against Y. 33,- 
688 million at the end of October, 1947, 
representing an increase of about 190 
per cent in the course of twelve 
months. The loans include the amount 
lent for covering the deficits of certain 
enterprises. Loans advanced to in- 
dustry by other banks amounted to Y. 
57,000 million at the end of October. 
1948 as against Y. 12,090 million at 
the end of October, 1947. 


(6) Security Markets 

Stock exchanges play an important 
vole in mobilizing the community’s 
savings. They impart “liquidity” and 
“price continuity” to stocks and shares 
and thus encourage the growth of the 
investment habit. In the absence of 
central planning, they determine, 
through their price mechanism, the 
direction of the community’s invest- 
ments. By dealing in government 
securities they help Governments in 
raising funds, and facilitate the “open 
market operations” of central banks. 
They encourage branch banking as they 
provide g collateral against which ad- 
vances can be made without personal 
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knowledge of the borrower’s character 


and other affairs. Stock exchange 
activity, subject to certain qualifica- 
tions, is an indicator of the general 


economic activity in a country. 

Many countries of the Far East have 
no stock exchanges and cannot, there- 
fore, avail themselves of the facilities 
provided by them. In fact, stock ex- 
changes come into being only after a 
certain stage of economic development. 
They are markets for stocks, shares 
and other securities which hecome 
available when a country has achieved 
a certain measure of industrialisation 
or when other corporate activity has 
been well developed. Thus lack of stock 
exchanges in some countries of the re- 
gion only indicates the under-developed 
character of their economies. However, 
the question as to whether they could 
be usefully set up in some countries re- 
quires examination. 

Stock exchange facilities are avail- 
able in several countries of the region. 
In China, since the war, there are two 
stock exchanges, in Shanghai and 
Tientsin. Shanghai Stock Exchange is 
by far the more important. It was 
organized by an order of the Execu- 
tive Yuan in May, 1946 and was opened 
for business on 16 September, 1946. It 
is privately owned and managed and 
is the only exchange dealing in stocks 
and bonds in Shanghai. Government 
bonds and stocks issued by foreign firms 
in China are not listed on it. At the 
end of 1947 it had 245 licensed brokers. 


In Hongkong there is one stock ex- 
change comprising about 60 members. 
In Japan the Tokyo Stock Exchange is 
the most important security market in 
the country. 


Stock exchange speculation has been 
the subject of a good deal of criticism 
all over the world. Within certain 
limits speculation is not only unobjec- 
tionable but eminently desirable, as it 
makes for price continuity and provides 
liquidity and marketability to securi- 
ties. Speculative purchases, when the 
supply temporarily exceeds demand, 
and sales when demand exceeds supply, 
bring about a smooth transition of 
prices and prevent violent fluctuations. 
But this is so only when speculation 
is based on the anticipations of intel- 
ligent and well-informed speculators. 
The case is different when the un- 
informed enter the field in a spirit of 
sheer gambling. Again, the speculators 
may try to manipulate the market in 
order to create such conditions of de- 
mand and supply as to make the price 
different from what it would have been 
in the normal course of events. It is 
such speculative practices as these 
which are undesirable. 


The two stock exchanges in China 
were Officially closed as a part of the 
currency reform measures of 19 August, 
1948. Before that date, however, stock 
exchange activity in China fully re- 
flected some of the important economic 
developments that were taking place in 
the country. The flight from currency 
greatly increased the demand for stocks 
and shares, and raised their prices to 
great heights. Subject to this general 
tendency, however, the prices of 
Chinese industrial shares fluctuated 


with the fortunes of the various in- 
dustrial concerns. Their prices went 
down when the earning prospects were 
small on account of the lack of raw 
materials and high cost of labour, and 
went up when conditions became more 
favourable on account of the super- 
vision of the commodity markets, 
inspection of warehouses and suppres-. 
sion of trading in foreign securities. 
The prices of bank shares were not sub- 
ject to as great fluctuations because 
their earning prospects were not de- 
pendent on the supply of raw materials. 
Foreign securities were very much in 
demand till 12 May, 1948, when the 
Central Bank of China issued a direc- 
tive that foreign securities could not 
be exported without Government per- 
mission and that their sale proceeds and 
dividends must be surrendered to the 
Government. 


The values of stocks and shares in 
Hongkong have risen greatly since 1946. 
This has been due, partly to the 
generally prosperous conditions which 
have existed in Hongkong and which 
have been reflected in the profits of 
local companies, and partly to a fall 
in the value of money. The market 
remained dull during 1948. This has 
been ascribed to the uncertain political 
conditions prevailing in China which 
have resulted in the public’s preference 
for cash over investment. The business 
handled by the Stock Exchange during 
1948 amounted to HK$160 million. 
Forward purchasing and selling were 
prohibited to reduce speculation to a 
minimum. 


In Singapore the share market was 
dull at the close of 1948. This was so 
in spite of the fact that expectations of 
production in the case of a majority of 
mines, and of a rise in the price of 
tin, had been realized. The deteriora— 
tion in confidence appears to be due to 
political factors. 


The share market in the Philippines 
remained practically ‘unaffected by the 
fall in general prices in 1948. This 


_ was probably due to the predominance 


of mining shares which are a type of 
security that can resist the tendency 
to falling prices. 


The prices of stocks and shares in 
Japan showed an upward tendency 
during the months of January and 
February, 1948. This was partly due 
to a shortage of stock and partly to a 
recurrence of lack of confidence in the 
currency, resulting in a preference for 
shares over cash. Later in the year, 
prices showed a tendency to sag. and 
the market was extremely dull in 
September and October. This was 
ascribed to an over-supply of stock. 
During the last two months of 1948, 
however, the share market was again 
very buoyant. This has been attri- 
buted to a fall in black market prices, 
which made investors interested in 
shares in preference to commodities. 
As there was neither a shortage of 
marketable stock nor loss of faith in 
the currency, a rise in the prices of 
shares may be indicative of revival of 
business confidence. The general 
index of stock exchange securities rose: 
from 100 in December, 1947 to 289 im 
December, 1948, 
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47) Banking Legislation 


Legislation vitally affecting the work- 
ing of the banking systems in a number 
of countries of the region was enacted 
in the course of 1948. Some of the 
changes are structural in character as 
they have resulted in greatly increasing 
the powers of the central banks and 
in bringing the private banks, even in 
their day-to-day working, more or less 
under the complete administrative con- 
trol of either the central bank or the 
Government. 

In China the Banking Law of Sep- 
tember, 1947, replaced the Banking 
Law of 1931 and the Savings Bank Law 
of 1934. It comprised detailed provi- 
sions governing different kinds of 
banks, e.g., commercial banks, savings 
banks, industrial banks, trust com- 
panies, native banks and foreign banks. 
‘The actual significance of this law, 
however, was over-shadowed by the 
numerous emergency regulations, which 
were enfaqrced as exchange control or 
anti-inflationary measures. Balances 
of all government institutions, which 
might previously be deposited with 
government banks, were to be trans- 
ferred to the Central Bank. As part 
of the currency reform measures in 
August, 1948, new regulations were 
made affecting commercial banks and 
trust companies, but these became in- 
‘effective with the subsequent collapse 
of the currency. 

A Banking Ordinance was introduced 
in Hongkong in 1948. Until then there 
was no banking legislation. The 
Ordinance provides that no banking 
business shall be conducted in the 
Colony except by a company licensed 
for the purpose. The grant of a licence 
may be refused without assigning any 
reasons. The Government has been 
given wide powers for the control and 
regulation of banking and has been 
authorized to order a licensed bank to 
refrain from carrying on banking busi- 
ness. The Ordinance was considered 
necessary because of the establishment 
of a large number of banks after the 
war, many of which possessed inade- 
quate capital or carried on only specu- 
lative business which was often in 
contravention of exchange and trade 
regulations in force in the Colony. 

After its liberation from Japanese 
occupation, Hongkong was faced with 
the question of pre-occupation debts 
which had been repaid during the occu- 
pation period. The problem was a very 
complicated one, for in some cases the 
debts had been repaid in Hongkong 
‘dollars, in others in occupation cur- 
rency. The latter had had an official 
value in terms of Hongkong dollars but 
its real purchasing power had not been 
constant and had declined rapidly with 
the passage of time. In cases where 
repayment had been made in occupa- 
tion currency at the official rate of 
exchange, an important factor requir- 
ing consideration was the actual pur- 
chasing power of the occupation cur- 
rency at the time of repayment. Again, 
in some cases repayment had been 
made to the creditors and in others to 
liquidators appointed by the occupation 
‘authorities. A moratorium on pre- 
occupation debts was announced soon 
after liberation and it remained in 
force fer over three years, As a result 
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ECONOMIC TRENDS IN SOUTH KOREA 


1, AGRICULTURE 


Three-Year Agricultural Program:— 
The Ministry of Agriculture and Fcres- 
try is pushing a program designed to 
increase agricultural jwroduction over 
a period of three years. The program 
is aimed at raising agricultural produc- 
tion in the country to 25,973,300 Suk 
of rice and other grains in the first 
yenr (1949), 30,275,100 Suk in the 
second year and 32,199,700 Suk in the 
last year. 


Land Reform Program: The land re- 
form bill was passed by the National 
Assembly on April 27. The most note- 
worthy points in the new act are the 
amount of compensation to land 
owners for the land to be purchased 
by the government and the amount 
of redemption for the land to be dis- 
tributed, The Agriculture and Forestry 
Ministry plan set the compensation at 
150% of the normal annual production 
of the land, and the redemption at 
120% of production. The government 
plan sets both compensation and re- 
demption at 200% and the Industrial 
Committee of the National Assembly 
set both at 300%. The National As- 
sembly finally set compensation at 
150% and redemption at 125%. The 
fand to be distributed aggregates 


1,024,000 Chungbo, including 755,000 
Chungbo to be purchased and 269,000 
Chungbo of vested land. The number 


of farming families to receive land 
amounts to 1,535,000. 
Prospect of Summer Crops: Distri- 


bution of! fertilizer was somewhat late 
and insufficient applications were made 
to barley and wheat this year, How- 
ever, bumper crops are forecast be- 
cause of unusually warm weather last 
winter and sufficient rainfall this 
gpring. While cletailed reports have 
yet to come from various provinces, 
the Agriculture and Forestry Ministry 
predicts that the crops will exceed 
5,200,000 Suk of barley and wheat. 


2. FORESTRY 


Afforestation: The Agriculture and 
Forestry Ministry has announced a 10- 
year afforestation program. The first 
phase of the plan was put into practice 
this spring. Afforestation projects were 
launched this spring on 105,484 Chung- 
bo; the number of trees planted totalled 
217,783,345. This land include 89,000 
Chungbo of privately-owned forests, 
where 178,000,000 trees were planted; 
4,323 Chungbo of State forests, 9,098,- 
845 trees planted; 857 Chungbo of vest- 
ed forests, 8,359,500 trees planted, and 
11,304 Chungbo of reclaimed forests, 
where 22,324,000 trees were planted. 


of its operation, debts, with a few 
exceptions, could not be enforced by 
law, dealings in securities required the 
previous permission of the Finance 
Controller, those in land being also 
generally restricted. The moratorium 
was lifted in 1948 by a proclamation 
issued under the Debtor and Creditor 
(Occupation Period) Ordinance, the 
main features of which are as follows: 
All payments in respect of pre-occupa- 
tion debts made during the occupation 
period have been validated wholly 
where such payment was made in 
Hongkong dollars, even to the enemy, 
and partly, according to a revaluation 
scale, where payment was made to a 
liquidator in occupation currency. 
Interest on such debts is limited to 4 
per cent per annum. There is provi- 
sion for relief in special circumstances. 
Securities given to creditors and re- 
leased by the occupation authorities 
without legal discharge of the debt, re- 
main in the original charge and must 
be reinstated or replaced. From the 
very nature of the problem, there were 
bound to be cases of hardship. The 
Ordinance, therefore, has not satisfied 
all the parties affected. It has, how- 
ever, removed an element of uncer- 
tainty from the economy of the Colony. 

Malaya was faced with a similar 
problem. There the moratorium still 
continues, for it has not yet been pos- 
sible to enact a law satisfactory to the 
various conflicting interests. 

The Philippines Congress in May, 
1948 passed a Bill to continue until 
eight years from the date of payment 
of war damages by the War Damage 
Commission, the debt moratorium 
originally declared on 8 November, 
1944. The law applies to all debts and 


other monetary obligations incurred 
prior to 8 December, 1941 which are 
still outstanding, but does not preju- 
dice any voluntary settlements agreed 
upon between debtor and _ creditor. 
Interest charges from 8 December, 1941 
to 26 February, 1945 on all such debts 
are waived. Thereafter interest at the 
rate of 4 per cent per annum is to be 
charged, unless the obligation itself 
provides a lower rate. A debtor want- 
ing to enjoy the benefits of the Act. 
must show proper filing of his war 
damage claim with the Philippine War 
Damage Commission in Manila. A 
general Banking Act was passed in the 
Philippines in July, 1948. It har- 
monizes the basic banking legislation 
with the Central Bank Act. It gives 


preference to Philippine banks over 
foreign banks, encourages banks to 
invest in government securities and 


broadens the field of banking activity. 
No foreign building and loan associa- 
tions are to be permitted to transact 
any business, and branches of foreign 
banks are required to obtain a licence 
for carrying on their business. 60 per 
cent of the capital stock of banking 
institutions established in future must 
be owned by Philippine nationals who 
must also constitute at least two-thirds 
of the members of the board of 
directors. 

The main objectives of the banking 
legislation described above may be 
briefly stated as an increase in the 
powers of the central banks to enable 
them to enforce credit policies, control 
of the private banks to ensure their 
working on sound lines in the interests 
of the depositors and of the country, 
and a solution of the problem of pre- 
occupation debts. 
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3. FISHERY 


Fishing Conditions: Fishing opera- 
tions in March were livelier than in 
February. Sharks, especially, were 
caught in large quantities, resulting in 
a 10% increase in commission sales by 
provincial fishery associations. Fishing 
operations in general, however, have 
not been so successful this year as last. 
Comparative inactivity in the fishing 
industry may be due partially to wea- 
ther conditions but largely to lack of 
funds. 


4. INDUSTRY 

Commodity Supply Program: The 
Office of Planning has worked out a 
program designed to adjust the de- 
mand and supply of important mate- 
rials in a period of five years. The 
plan was approved by the State Council 
on April 15. Constituting the first 
comprehensive industrial rehabilitation 
program introduced in Korea, it is 
aimed at attaining self-sufficiency for 
important materials and thereby lay 
the foundation on which Korea’s econo- 
mic independence could be built up. 
Under the Japanese colonial govern- 
ment, primitive industries were pre- 
dominant in Korea and development of 
modern industries was ignored. 
Especially conspicuous was the inade- 
quacy of heavy industries. The five- 
year plan will play an important part 


in the development of heavy and 
chemical industries in the country, 
which is moving from the stage of 


100% emphasis on agriculture to that 
of srorcune attention to industry as 
well. 


Power Supply: Power production 
during March averaged 78,278 kilo- 
watts, including 30,294 kilowatts by 
hydroelectric plants and 47,984 _ kilo- 
watts by thermal plants. Hydro-elec- 
tric power production increased con- 
siderably due to the rise in the water 
level and the power situation is im- 
proving gradually. Present production, 
however, meets only about half of the 
full demand in the country, especially 
in relation to industrial rehabilitation. 
The power supply will constitute a 
serious bottleneck in the industrial 
development unless some _ remedial 
measures are worked out. In order to 
increase power production, the govern- 
ment is planning to repair existing 
facilities and increase the productive 
power by insuring sufficient fuel sup- 
plies. Water, steam and oil will be 
used jointly in developing power pro- 
duction. 


Paper Production and Imports: The 
highest records of paper production in 
Korea before liberation were 842,000,- 
000 pounds of machine-made paper 
and 5,500,000 pounds of hand-made 
paper in a year, while those after 
liberation were 8,000,000 pounds of ma- 
chine-made paper and 400,000 pounds 


of hand-made paper. The government 
set up a domestic paper production 
program calling for manufacture of 
44,090,000 pounds of machine-made 
paper, 1,250,000 pounds of cardboard 
and 740,000 pounds of hand-made 
paper. The plan has been worked out 
on the basis of the paper needs of the 
country in 1948, which were estimated 
at 66,130,000 pounds of machine-made 
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paper, 1,500,000 of cardboard and 740,- 
000 of hand-made paper. During 
February 1949, 17 major paper mills in 
the country produced 830,000 pounds of 
paper. 

The paper production after liberation 
amounts to only about one tenth of the 
pre-liberation production. One reason 
for such a poor performance in the 
post-liberation period is the encroach- 
ment of imported paper upon the do- 
mestic market. Paper imported in 1948 
totalled 12,910,000 pounds. In order to 
encourage recovery of South Korea’s 
paper industry, it is necessary to con- 
trol imports of types of paper that can 
be produced in the country. 


Opposition to Import of Japanese 
Raw Silk: Both the Agriculture and 
Forestry Ministry and the Silk Indus- 
try Association are strongly opposing 
the projected import of 50,000 Kwan of 
Japanese raw silk which is part of the 
plan to produce 5,000,000 yards of silk 
tabric for export from Korea. Main 
reasons tor the opposition are; (1) it 
is necessary to protect and foster the 
native silk yarn industry: (2) im- 
ported raw silk will affect the market 
prices of native silk yarn and textiles; 


(3) Korea is likely to become the 
market of Japanese products. 
5. MINING 

Coal Transportation: Transportation 


is a major obstacle in the development 
of the coal industry. During 1948, the 
average monthly accumulations of coal 
at different mines were as_ follows: 
78,312 tons at Samchuk; 34,008 tons at 
Hwasoon; 32,125 at Tanyang; 14,909 at 
Unsung; 7,854 at Munkyong; 19,489 at 
Ulsan; and 15,602 tons at Kilwon and 


Yongil. The coal held up at railway 
stations during the period averaged 
25,254 tons per month at Samchuk; 


8,354 tons at Hwasoon; 2,135 at Tan- 
yang; 2,139 at Unsung; 701 at Mun- 
kyong; 1,403 at Ulsan; 2,979 tons at Kil- 
won and Yongil. This figures clearly 
show the lack of transportation facil- 
ities between mines and railway sta- 
tions. In order to facilitate such 
transportation, the government is plan- 
ning to import 100 motor trucks. Plans 
also are underway to build special coal 
transportation railways reaching Yung- 
wul, Samchuk and Chyunchon at an 
estimated cost of 8 billion won. 


6. FOREIGN TRADE 


The excessively adverse balance of 
Korea’s foreign trade has been serious 
to the stability of national finances. 
During March, with the arrival of ECA 
aid materials, South Korea’s foreign 
trade showed gradual recovery. Ex- 
ports during the month totaled 542,- 
000,000 won and imports amounted to 
603,000,000 won, resulting in an ad- 
verse balance of 60,000,000 won. The 
exports included 418,000,000 won of 
marine products, which represented 
over 80% of the total exports. The 
commodity supply program is going to 
be put into force while production 
materials are expected to arrive in the 
country under the ECA aid program. 
It is hoped that the Korean-Japanese 
trade arrangement will be followed by 
other trade agres~snis with foreign 
countries. The goverarient is arrang- 
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ing to amend the customs act. All such 
movements tend to indicate that 
Korea’s foreign trade is going to make 
real and sound progress. Major import- 
ed goods included (in won):—70,516,000 
of newsprint, 91,976,000 of cotton yarn, 
87,720,000 of tires, 44,985,000 of dya- 
zine, 54,517,000 of caustic soda, 23,505,- 
000 of dyestuffs and paint, 19,415,000 of 
raw rubber and others. Important ex-- 
ported goods include 372,369,000 won 
of cuttlefish, 31,813,000 of lead ores, 
39,317,000 of yellow hides and 23,021.- 
000 won of residual silk yarn. Trade 
with Hongkong accounted for over 75% 
of the total imports and a majority of 
the total exports. Recent trends in the 
Hongkong trade indicate a gradual in- 
crease in trade with Communist-con- 
trolled areas in China, North Korea 
and Manchuria, while the trade with 
South Korea tends to decline. 


Principal development concerning 
Korea’s foreign trade was the formal 
signing of the Korean-Japanese trade 
agreement, which was accompanied by 
a financial agreement and detailed 
plans of goods to be exported and im- 
ported. The trade agreement is effec- 
tive for one year beginning on April 1 
and the amount of trade is estimated 
at US$80,000,000. Korea is to import 
about $49,000,000 of goods, including 
essential industrial machines needed in 
the economic reconstruction of Korea. 
Export goods include marine and min- 
eral products. An outstanding feature 
of the agreement is that trading finance 
will be based on the. ECA aid fund 
inasmuch as Korea is unable to conduct 
normal trade without setting up a for- 
eign exchange rate. The Korean- 
Japanese trade agreement illustrates 
the fact that international transactions, 
including foreign trade, that are not 
backed up by a foreign exchange sys- 
tem are lopsided, and such situation 
will not foster independent trade nor 
attract foreign capital. 


7. BANKING 


Deposits: The deposit balance of 
various banks as of the end of March, 
1949, amounted to 44,500,000,000 won, 
an increase of 8,400,000,000 won over 
those in the previous month. The ten- 
dency of making excessive loans, 
apparent since the end of last year, 
now has been reversed and the pre- 
vious trend of excessive deposits has 
been restored. The increases in de- 
posits include 3,000,000,000 won of 
deposits by other banks in the Bank of 
Korea, deposits of about 500,000,000 
won representing sale of civilian sup- 
plies and about 400,000,000 won from 
coal companies, and 3,000,000,000 won 
of government deposits in various 
banks. Choheung Bank and Mutual 
Aid Bank also absorbed considerable 
amount of ordinary deposits. 


Loans: The balance of loans in 
various banks as of the end of March 
amounted to 34,400,000,000 won, a de- 
crease of 3,500,000,000 won from those 
in the previous month. Main factor 
accounting for the decreased loans was 
the recovery of 1,800,000,000 won from 
the rice purchasing fund, 240,000,000 
won from the cocoon collection fund 
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and 1,500,000,000 won from the ad- 
vances granted to the Federation of 
Financial Association and the Food 
Supply Company. Inter-banks borrow- 
ings decreased by about 1,300,000,000 
won from those in the previous month 
mainly due to repayments of the rice 
fund recovered. The inter-banks de- 
posits increased about 2,700,000,000 won 
compared with previous month result- 
ing from the return to the Bank of 
Korea of that portion of the rice fund 
which had not been released. The in- 
crease by about 1,500,000,000 won in 
the cash holdings of various banks re- 
sulted from increases in ordinary de- 
posits, in addition to holdings of about 
800,000,000 won of the recovered rice 
fund in cash by various banks. 


Currency: Because of the increase 
in cash holdings of various banks as 
Stated above and the decrease in the 
note issue by about 3,000,000,000 won, 
currency in circulation diminished sub- 
stantially compared with the previous 
month. Commodity prices were sub- 
ject to increased pressure but the 
stringent monetary situation affecting 
various enterprising organizations was 
aggravated. During April the Bank of 
Korea issued about 980,000,000 won in- 
cluding 140,000,000 won of the laver 
collection fund, about 300,000,000 won 
of ordinary payments and about 540,- 
000,000 won of payments to the Trea- 
sury and payments in connection with 
the rice fund. The money withdrawn 
by the Bank of Korea during’ the 
month included about  1,000,000,000 
won from the rice fund and about 
2,960,000,000 won of payments by vari- 
ous banks and from other sources. 


8. GOVERNMENT FINANCE 


The Budget of the Government of 
the Korean Republic for the 1949-50 
fiscal year, as passed by the National 
Assembly on April 30, contains the 
following main items: 


Ordinary Account (In 1,000 won) 


Presidential Office ...... 26,987 
National Assembly ...... 284,299 
Supreme’ ‘Court **.:0. 2. .- 612,902 
Premier's Office”. 7.5... -- 10,648 
Boards Of AUGIE Seca: «ate 34,449 
Inspection Commission 16,440 
Civil Service Commission 28,216 
General Affairs Dept. 330,199 
Public Information Dept. 399,947 
Office -of Legislation 31,230 
Office of Planning ...... 6,024,567 
Home Ministry ......... 15,102,110 
Foreign Affairs Ministry .- 309,645 
Nation Defence Ministry . 13,462,106 
Finance Ministry ........ 3,497,444 
Justice) Ministry i122... 2,048,441 
Education Ministry ...... 4,964,336 
Agriculture and Forestry 

Withttriay saeco gc aecodc 4,018,159 
Commerce and _ Industry 

iMihetriale 9 aeomooueoooe 4,164,376 
Social Affairs Ministry 1,840,325 
Anti - National Special 

Commission ...:...+- 115,660 

OLA EN used oalelersietsi« = 57,322,495 
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Special Account 


Temporary Property Cus- 


itody? ‘QmMicewe «. cerns 2,545,734 
Temporary Foreign Sup- 

ply Ofice Wr. .de sien as 96,300,002 
Broadcasting Office ...... 135,805 
Monopoly Business ...... 26,093,801 
Vested TiGand os cu Senne 3,596,355 
‘rafiic: WoOvks: vacant. 21,992,395 
Communications Works 3,093,793 
Insurance Pensions ...... 198,973 

PL OCA Uc hts skaters ntouuere ores 153,956,862 

Grand Totalicrnt. women om 211,279,357 


Out of the total amount of 211,279,- 
357,000 won, 90,000,000,000 won will be 
appropriated from other accounts and 
through the sale of aid materials hand- 
led by the Foreign Supply Office, but 
the remaining 101,200,000,000 won bur- 
den will be shouldered by the people. 
Assuming that the population of South 
Korea is about 20,000,000, the burden 
breaks down to 5,000 won for each 
person. Chairman Hong Sung Ha of 
the Finance and Economy Commission 
reported that the national income in 
1949 will amount to 200,000,000,000 
won. About half of the total national 
income will be paid to the government, 
with the result that the national econo- 
my may be subject to considerable 
pressure. However, few people will 
complain about the budget in view of 
the necessity for national construction 
and the current domestic and interna- 
tional situation. This program will be 
realized only at the sacrifice of invest- 
ments which ordinarily would go into 
various enterprises, and at the expense 
of lowered civilian consumption. 


Personnel expenses constituted an 
important item of expenditure. In 
compiling the budget, the government 
envisaged cutting down the govern- 
ment’s salaried personnel from 134,195 
in 1948 to 121,837 in 1949, but the 
number was whittled down to 116,684 
in the final budget. This means a de- 
erease of 13% compared with the pay- 
roll of the preceding year. The num- 
ber of wage-earning personnel also 
has decreased and the final estimates 
of personnel expenses amount to 
14,500,000,000 won. This shows an in- 
crease of about 50% over those in the 
preceding vear, when personnel ex- 
penses for half a year amounted to 
5,300,000,000 won. The increased bud- 
get will be reflected in better treat- 
ment of government personnel. The 
ratio of the personnel expense to the 
material expense in this year’s budget 
is lower than that in last year’s budget. 
It indicates the government’s intention 
to control purchasing power. 


Projected government expenditure 
for industry amounts to 12,000,000,000 
won, or 12% of the total budget. Addi- 
tional estimates to cover this particular 
section of the government finance will 
be presented to the National Assembly 
shortly. The operating fund of the 
Foreign Supply Office has been de- 
creased from 9,000,000,000 won to 
5,300,000,000 won. 
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In the field of revenue, income from 
taxes amounting to 10,900,000,000 won 
forms the most conspicuous item, The 
amount represents only 5% of the total 
national income. In view of the infla- 
tionary situation, the levies will have 
to be increased. The government is 
planning to enforce a taxation reform 
designed to solve the intricate problem. 
However, the tradition of placing in- 
comes from government enterprises at 
the head of the revenue chart will have 
to be discontinued. 


9. PRICES 

During April, commodity prices in 
Seoul rose by 3.83% in wholesale and 
1.57% in retail index figures. In the 
field of retail business, grains and food- 
stuffs prices were up due to decreased 
supplies and increased demands. Other 
retail prices remained low. As for 
wholesale prices, the general tendency 
was upward except for fertilizers, in- 
dustrial materials and sundry goods. 
The rice price registered its highest 
level—17,400 won per 200 litres—as a 
result of hoarding and increased de- 
mands following announcement of the 
priority rationing regulations. Barley 
and wheat also were on the upward 
trend due to increased demands. The 
average index figures of grains jumped 
10.63% in wholesale and 11.58% in re- 
tail from those in the previous month. 
Among foodstuffs, sugar, flour, dried 
fish and vegetables rose due to increas- 
ed demands and decreased supplies. 
Japanese-style wine rose slightly but 
other kinds of spirits remained low. 
Textile materials showed signs of de- 
creasing as foreign goods flooded the 
market for a while but the tendency 
was reversed due to the scarcity of 
stockpiles. Among textiles, cotton cloth 
rose slightly but serge and  brocades 
were low. Concerning building mate- 
rials, balk was the only exception to 
the general upward tendency of prices, 
Among metallic goods, nails and cop- 
per remained stable but all others rose 
due to diminished stockpiles. Among 
different kinds of fuel, firewood de- 
clined because of seasonal decrease in 
demand whiie petroleum dropped as a 
result of being placed on ration. Bri- 
quettes rose slightly due to low stock- 
piles. Sulphuric acid rose slightly and 
alcohol dropped because of increased 
supplies. As for fertilizers, ammonium 
sulphate dropped due to increased im- 
ports, but other items remained stable, 
Foreign paper, rubber shoes, cotton 
and other items of sundry goods drop-» 
ped slightly but leather shoes were up 
slightly. The average index figures of 
sundry goods were 2.36% lower in 
wholesale and 7.95% lower in retail 
compared with those in the previous 
month. During the month, the general 
trend of commodity prices in Seoul 
was continuously on the upward in 
consequence of the announcement of 
priority rationing and increased transe 
port fares, 
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September 15 


Economic Developments in Shanghai and Tientsin 


SHANGHAI 


General.—The first note of optimism 
was struck in Shanghai’s strained busi- 
ness-labour relations with the an- 
nouncement of new labour regulations 
effective August 19. Purpose of the 
regulations is to settle labour disputes 
taking into consideration practical con- 
ditions, strengthening of labour dis- 
cipline, ete. Under these regulations 
management of businesses that have 
resumed operations are obligated to 
rehire workers laid off where the fac- 
tory or firm closed down within 4 
months of communist takeover. How- 
ever, staff and workers who left under 


the following conditions may not de- 
mand reemployment: (1) empioyees 
discharged due to their own fault; (2) 


employees who left jobs for more than 
2 months because of war; (3) em- 
ployees who went through formal dis- 
charge steps; and (4) employees now 
working elsewhere. Of importance is 
the provision that workers may not 
band together so as to compel their re- 
employment by forcible entry into a 
factory. Despite the regulations, sever- 
al employers remain pessimistic. over 
labour dealings. 

The first actual move of a business 
enterprise to the interior has started 
amid daily press reports of projected 
large scale movements. 


Travellers’ Exchange.—Regulations 
covering foreign exchange require- 
ments of travellers going abroad were 
promulgated August 16. Payment for 
passage, luggage, etc., is defrayed out 
of foreign exchange deposited with the 
Bank of China for that purpose. For 
sundry expenses, travellers may carry 
a maximum of HK$200 if destination is 
Hongkong; for other foreign destina- 
tions, the limit is US$100 or its equiva- 
lent. Other than bank drafts, travel- 
lers’ checks, and blank checks (sic), 
for which Bank of China permits are 
required, no other foreign - exchange 
may be carried out of the country. 


Taxation. —- Communist authorities 
ease effect of land tax by waiving pay- 
ment of pre-1949 taxes; refund is to be 
made if these already paid. By mid- 
August collections had reached PBN 5 
billion (approximately US$2.2 million 
at prevailing official exchange rates). 
Total revenue from this source is ex- 
pected to be 24% times as much. 


Insurance. — Effects of Nationalist 
plane raids is seen in communist-con- 
trolled insurance company rate of from 
6 to 12 percent on goods shipped be- 
tween communist-occupied areas. This 


is also apparent in war insurance for 
river and coastal seamen. 
Fuel.—Authorities estimate that a 


gasoline saving of half million gallons 
a month has resulted from the lay-up 
of non-tax-paying cars. 

Motion Pictures.—The state-owned 
Foreign Trade General Company is 
now the sole importer of motion pic- 
tures. All imported films are subject 
to censorship. 


Foreign Trade.—A total of 1,164 im- 
porters and 1,350 exporters are now 


licensed in Shanghai. Import licenses 
have been issued for the import of raw 
materials, chemicals, and pharmaceu- 
ticals from Hongkong. The chemical 
items include 250 drums of American 
caustic soda. Temporary regulations 
were announced on August 12 for sim-~ 
plifying the inspection of goods subject 
to commodity tax, with clearance 
for such goods to be handled by the 
Customs. All commodity tax rates re- 
main the same. However, fines im- 
posed by the Customs are to be 800 
times prewar rates. The new author- 
ities try to regain China’s former Far 
Eastern trade, particularly that in cot- 
ton yarn and cloth. Latest barter deals 
are Shanghai cotton yarn for Taichow 


(Shansi Provice) wheat and Chahar 
sheepskins for Shanghai overcoat. 
leather, 


Finance.—Foreign currency holders 
are now permitted to convert the equi- 
valent of US$50 over the counter. Bank 
deposits increased 150 percent to PBN 
16 billion (approximately US$7.1 mil- 
lion) in the first half of August. The 
daily loan interest rate dropped to 1.4 
percent while the curb rate was down 
to 0.6 percent. Black market activity 
is almost nil. Rates at the close of 


August were:—United States dollar, 
PBN 2,250 (at par with the official 
rate); “Big head” silver dollar, PBN 


2,000; and gold, per ounce, PBN 143,000. 
Gold cross rate was US$63%4. 

Commodities.—Prices continue to de- 
cline in the face of light trading. Rice 
dropped to PBN 45,000 a picul by 
August 22, while on the same date the 
parity deposit unit was down to 760, 
a drop cf 56 in a week. (The spread 
between wholesale prices — on which 
the parity deposit is calculated — and 
retail prices has been responsible for 
the decline in public confidence.) 


TIENTSIN 


General.—Floods in Hopei Province 
have inundated nearly 2 million acres 
involving 3 million inhabitants. River 
and canal waters in the Tientsin 
area still continue above flood warning 
levels. General business outlook is 
much improved with large foreign 
trade being carried on. 

Industry—On August 1, the Tientsin 
postal administration began extending 
operating credits against orders for 
future delivery. By August 15, a total 
of 24 loans had been extended to 
chemical plants and cloth factories 
totaling PBN 200 million (equivalent to 
about US$75,000 at present official ex- 
change rates). 

Postal Service.—The Tientsin post 
office advised that movement of mail 
abroad through Tientsin has been ar- 
ranged for in principle. Hongkong is 
now regularly connected with Tientsin 
(and indirectly with Shanghai). 


Foreign Trade.—In July, the value 
of Tientsin declared exports to the 
United States totaled US$1,705,355 of 
which 59 percent were made up of 
three items: bristles, $547,491 or 32 
percent; woollen floor coverings, $242,- 
391 or 14 percent; and dried egg pro- 
ducts, $226,824 or 13 percent. In com- 


parison, declared exports from this city 
to the United States in April, May, and 
June were $628,815, $716,289, and 
$1,560,624 respectively. (The total for 
these four months—US$4,611,261—com- 
pares favourably with the figure of 
US$4,949,314 given as the value of 
Tientsin declared exports to the United 
States in the first six months of 1939.) 


Internal Trade—It was reported in 
Mukden that in the period from April 
to July 1949, 17,860 tons of cereals were 
shipped from the Northeast (Man- 
churia) to Tientsin Peiping, and Tung- 
shan (the latter in Kiangsu Province). 

Commodity Prices.—Despite the ad- 
vance in the general price index and 
a higher official exchange rate, PBN 
2,700 to US$1, Tientsin prices are some- 
what lower than those in Shanghai. 
For example, the price of rice in Tien- 
tsin on August 18 was PBN 340 a catty, 
equivalent to US 12.6 cents; on the 
same day rice was selling in Shanghai 
at PBN 500 a catty, equivalent to US 
22.2 cents. On August 9, the Nankai 
University’s Economic Research Insti- 
tute reported the general commodity 
price index as PBN 2,994,291, an in- 
crease of 14.83 percent over the pre- 
vious week. 


Reports from Canton 


Life in Canton is on the whole 
normal. The civil war front is coming 
nearer but there is as yet no clear in- 
dication of crucial developments on 
the northern Kwangtung border. Busi- 
ness men dread the extension of the 
war to their province but many mer- 
chants feel that if the fall of Kwang- 
tung is inevitable it would be prefer- 
able to spare the people the ravages of 
military operations. A communist 
underground is active in Canton, many 
are opportunists who are now jobless 
and would try to swim with the ‘red’ 
tide, others are well indoctrinated and 
fanatic, while still others are just poor 
and believe that a change of the regime 
may elevate their position. Generally, 
however, the masses are disinterested 
in the progress of the war and curse 
both sides for their depredations and 
stubbornness. 


The city of Canton is suffering under 
disrepair, now as ever since the start 
of the Japanese occupation in 1938. 
Very little new construction has been 
undertaken after the end of world war 
II and lack of maintenance is painfully 
evident at every street corner. Busi- 
ness is on an emergency schedule; no- 
body wishes to carry large stocks not 
only for fear of possible confiscations 
or military commandeering but also 
because of the international market 
trend which is downward. The spend- 
ing power of the average people is ex- 
tremely low and the middle classes 
have also to economise so severely that 
anything which is not of the essential 
category, such as foodstuffs and trans- 
port, is being done without. Under 
such conditions the business results of 
the majority of shops and trading firms 
can be imagined. The once flourishing 
entrepot trade of Canton has been 
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much reduced as a consequence of the 
extension of war operations and dis- 
ruption of internal transportation. 


Petty crime is gettmg very bold in a 
growingly impoverished community 
but the real danger to life and property 
comes from the pirates and _ brigands 
who infest almost every stretch of in- 
land water and highway in Kwangtung. 
Lawlessness is ever more menacing. 
The authorities are confronted by well- 
armed and desperate crowds of pro- 
fessional bandits who have gained sup- 
port from many ex-soldiers. If the 
communists enter the province and 
take over they will have a first-class 
job on their hands to clear the cities 
and the countryside from these pests. 


Financially, the situation is not dis- 
couraging; with the circulation of the 
Hongkong dollar not officially interfer- 
ed with, the commercial community 
has a stable ‘legal tender’ and does not 
worry about the multitudinous fiscal 
policies of the various authorities. The 
government pays for what it buys, in 
gold and silver, and otherwise does not, 
as before, starve its public servants 
and soldiers. Graft and other forms 
of squeeze have therefore declined but 
still corruption is in evidence every- 
where. 


Foreigners have, by and large, left 
Canton and there is no sign that even 
a few of them will ever return. Sha- 
meen is now ‘freed from the foreign 
yoke’ much to the chagrin of the 
Chinese businessmen and the educated 
people in town. Foreign residents, 
businessmen and professionists, are so 
few that one can count them on two 
hands, and even this number is drop- 
ping. When the great change-over 
will finally ocecur—of which not all 
seem to be convinced—there should be 
little need for foreigners to maintain 
their own businesses in Canton; they 
‘can send their compradores (or Chin- 
ese managers, as is now the fashion to 
write) and keep a small staff of local 
clerks until such time as the various 
state trading corporations will mono- 
polise imports and exports. 


Silver coins:—In view of the losses 
entailed in the minting of silver coins 
as reserve for the silver dollar certifi- 
cate, the Canton government has stop- 
ped placing further minting orders in 
the USA. While it was quite a profit- 
able business to mint these coins about 
3 months ago when 1 silver dollar piece 
could buy about HK$6, it is certainly 
‘a losing deal now when the silver coin 
has come down to its proper value of 
about HK$3.20 in accordance with the 
international price of silver. The total 
cost of minting 1 silver dollar piece in 
the USA amounts to US$0.65 (equiva- 
lent to about HK$4) which sum con- 
sists of US$0.45 for the metal content 
and US$0.20 for insurance and freight. 
In order not to cut down on the re- 
serve of silver coins for the silver 
dollar wertificate, the government con- 
tinues to defray its military and ad- 
ministrative expenses with gold. On 
September 1 the Central Bank received 
70,000 taels of gold from Taiwan to 
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meet these payments which amounted 
to about 100,000 taels of gold for the 
month of August. As from September 
1, all government payments will be 
made in Chungking as both the Minis- 
try of Finance and the Central Bank 
Head Office have nearly completed 
their removal to Chungking. 


Silver dollar subsidiary notes:—The 
Kwangtung Silver Dollar Subsidiary 
Note in denominations of 1, 5, 10, 20, 
50 cts. and $1 is a regional paper cur- 
rency which was first issued by the 
Kwangtung Provincial Bank some 
three months ago and it circulates 
parallel with the Silver Dollar certi- 
ficate which is the present legal tender 
of the Nationalist government. As all 
the taxes and rates within the province 
are collected in this regional currency 
its circulation has extended to all the 
provincial districts. Nevertheless the 
people generally redeem the notes as 
soon as possible. For the month of 
August, $550,000 in these notes were 
issued and $540,000 were returned. 
There is still in circulation a total of 
$370,000 of this paper currency. The 
Kwangtung Provincial Bank together 
with all its branches is said to have 
now a total reserve of $370,000 in silver 
coins, 


Business with Chungking:—The un- 
favourable war situation in north 
Kwangtung has greatly stimulated 
business between Canton and Chung- 
king. Transportation of cargo is almost 
solely done by air. Besides CNAC and 


CATC, the CAT is handling the 
majority of the cargo traffic on 
account of its favourable rates 


which only CAT can give as it 
gets its. gasoline supply from the oil 
companies at very much _ reduced 


prices. During the last week of August 
a total of 60,000 Kgrs. of medicinal 
herbs, tung oil, bristles and native 


linen were transported to Canton while 
a total of 125,000 Kgrs. of cigarettes, 
cotton cloth, woollen yarn, rubber 
manufactures and seafood were air- 
lifted to Chungking. 


Reports from Chungking 


Chungking, China’s wartime capital, 
has since the past several months fallen 
into a state of commercial and indus- 
trial depression. While the civil hos- 
tilities are about to engulf the south- 
west of China some business incentives 
may have been killed but the present 
slack situation is largely accounted for 
by the cutting of the Yangtse waterway 
to cities (Hankow, Nanking and 
Shanghai) in’ its lower course, which 
have fallen to the Communists. Chung- 
king’s business with the outside world 
has mainly depended on the cheap 
water transportation that the Yangtse 
affords. Now not only the export trade 
of native produce via the Yangtse has 
been disrupted but the supply of raw 
materials on which native industries 
are so, dependent has also been cut. 
The eventual removal of the seat of 
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the National government here may 
revive the city to some extent but the 
picture at present with mounting un- 
employment and cost of living is all 
too sad. 


Commodities:—The Communists’ ad- 
vance to South China has_ recently 
caused large amounts of idle capital to 
flee to Chungking, the majority of 
which money has found its way into 
the commodity market. Big fluctua- 
tions in prices of gold, rice, cotton yarn, 
flour and cigarettes have been record- 
ed. During the latter part of August, 
rice was sold at silver $17.50 per picul 
(ordinarily at 12), and daily interest 
on loans was as high as 5.5%. Prices 
were somewhat stabilized only after 
the Central Bank had released a large 
quantity of gold on the market arrest- 
ing part of the idle capital. Rice has 
dropped to silver $13 a picul. 


Cotton-export:—The Southwest Mili- 
tary and Political Administration has 
denied any prohibition it was reported 
to have put on the export of raw cotton 
out of Szechuen. It is emphasised that 
merchants are free to dispose of the 
200,000 piculs of raw cotton in stock. 
Great part of the stock has however 
been destroyed by the recent con- 
flagration. 


Salt-tax:--Salt tax has been read- 
justed according to prewar standards. 
An average of silver $5.80 (about 
HK$19) per picul is being levied. 
Average consumption is one catty of 
salt per month per head. 


Metalware:—Supply of stocks from 
Shanghai was completely cut. Nearly 
all the dealers have sold what they 
imported beforé. Only small quan- 
tities trickle in from Canton and Hong- 
kong by air. Transportation by air of 
this relatively heavy ware greatly in- 
creases the cost. Only larger firms as 
the Ta Tong Metalware Company are 
replenishing their stocks by air traffic. 
The others are only selling whatever 
they have left. 


Insurance:—The insurance business 
in Chungking enjoyed a postwar boom. 
Early last year the number of insur- 
ance companies rose from 20 to 70. 
Most of them engage only in cargo 
transportation but a few in fire and life 
as well. The heavy postwar traffic on 
the Yangtse gave them plenty of busi- 
ness all of which has now been lost by 
the war situation. By the end of last 
August already 60 firms have liqui- 
dated. 


Dyestuffs:—Much smuggling of dye- 
stuffs into Chungking from Hongkong 
and Canton is being carried on. Dealers 
can obtain very little supply through 
legitimate imports as dyestuff is listed 
as one of the heavily limited import 
cargoes. Although demand has been 
somewhat lessened by the war condi- 
tions Chungking continues to sell to 
Sikang, Kansu, Shensi, Kwangsi, Tibet. 
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The Situation in Shanghai 


If not for the imposition of the 
blockade (referred to by the KMT as 
port closure) the economy of Shanghai 
would have advanced during the last 
few months after the city’s liberation 
last May 25. There is now _ only a 
trickle of foreign trade carried on by 
small vessels and junks which run the 
blockade but recently a well-organised 
effort to re-establish connections with 
Hongkong, and via the Colony with the 
world at large, has resulted in revived 
business of Shanghai. The port of 
Tientsin is now practically open to 
foreign ships’ calling, and almost re- 
gular shipping traffic with that port 
and-other North China ports has been 
resumed. Hongkong shipping com- 
panies no longer seem to be afraid of 
KMI1' interference with their business 
and more ships are presently put on the 
run. Shanghai merchants are routing 
their goods via Tientsin—they have of 
course to defray extra expenses for 
railway transport to the northern port 
from where ships from Hongkong haul 
them to their eventual destinations. 
Tientsin traders are doing a roaring 
business as not only a very extensive 
volume of commodities is passing 
through that port on the way to other 
destinations in North China but, for 
the time being, the majority of Shang- 
hai’s external trade must pass through 
Tientsin. 

The blockade has caused many diffi- 
culties in the life of the people of 
Shanghai who are for the operation 
of the many factories greatly dependent 
upon the regular supply of imported 
raw materials but they also require 
for the upkeep of the ordinary pursuit 
of life a variety of consumer goods 
which, so far, cannot be produced by 
China’s relatively backward industry. 
For lack of raw materials a number of 
factories had to suspend work, others 
had to curtail operations or to remove 
to interior parts of China where it is 
supposed domestic raw materials may 
be obtainable. ‘The public utilities have 
been much impaired in their opera- 
tions; the electric power company, 
having run out of oil fuel and now 
generate on coal, is supplying cur- 
rent at a steadily declining extent so 
that industria] users, even if raw 
materials are still available, often have 
to suspend production; household vsers, 
street lighting, tramcar service suffer 
under present curtailed power output. 
There is a serious water supply short- 
age which has recently led to the reduc- 
tion of running water to 3 hours per 
day. Buses are running at present re- 
gularly as the diesel oil and substitute 
fuel oil stocks are still adequate. 

Under present stringent conditions 
the surplus population of Shanghai— 
always a problem for the administration 
—must be urgently got rid of either by 
methods of persuasion or less gentle 
efforts. The success or otherwise of 
‘the depopulation plan of the new city 
government may have important re- 
percussions on the future economic 


structure of Shanghai. As the majority 
of the Shanghailanders were making 
a living on the proceeds of the commer- 
cial activity and in future foreign 
trade—even if continued on as large a 
scale as before the war—will be chan- 
nelled increasingly through official 
agencies with middlemen bowing out of 
the field of commerce, the number of 
persons residing in Shanghai must un- 
dergo a drastic reduction. Factory 
dispersion will additionally influence a 
decline in the population figure. 

The principal problems of Shanghai 
under present conditions of blockade 
may be outlined as under:— 

Food Problem:— The supply of food 
to over 5 million people of Shanghai 
had always constituted one of the major 
problems for the Nationalist Govern- 
ment even when large EICA help was 
received by them but now the burden 
rests on the Communists. Damages 
done to crops by the recent floods in 
rice producing areas hampered the food 
supply plans of the Communists who 
on the other hand have to keep up the 
feeding of about three million soldiers 
in active combat. So, as a measure to 
minimize .the food consumption in 
Shanghai, a scheme was_ started to 
send the unemployed portion of the 
population as well as refugees who had 
swarmed into the city during the 
earlier stages of the civil war back to 
their native homes either in rural 
districts or other cities. A Repatriation 
Commission was formed on July’ 27 
to execute the plan. T'o facilitate the 
work of the Commission — special of- 
fices of Communist Party Headquarters 
in the various destination centres in 


Shantung, Anhwei, Chekiang, and 
Kiangsu. have been established in 
Shanghai: So far over 400,000 people 
have been despatched from Shanghai 


under this scheme. 

Barter of food for manufactures of 
Shanghai with other cities was institut- 
ed. Commodities for Shanghai are 
180,000 piculs of cotton and 800,000 
catties of rice from the Central China 
Trade Bureau, 2 million catties of rice 
from N.E. Kiangsi Trade Bureau and 
1 million catties of rice from the Nan- 
king Trade Corporation. All these 
are to be bartéred for mostly manufac- 
tvred goods such ag cotton piece goods, 
towels, and soap. Arrivals though not 
yet in full have already eased the food 
market. Rice which quoted PB56,000 
(360 to HK$1) per picul on July 31 
dropped to PB$44,000 (420 to HK$1) 
on September 2. 

Removal of Factories:— Lack of raw 
materials caused many factories to re- 
main idle or to cut down drastically on 
operation hours. Plans to move the 
factories to places nearer to domestic 
sources of supply have been contemplat- 
ed. The China Standard Pencil Factory 
was the first one to remove out of 
Shanghai. Its new site is in Harbin. 
Thirty tons of their machinery were 
shipped out of Shanghai on August 21. 
Others taking removal steps are: 1. Sing 
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Ho Cotton Mill, at present running 
40,000 spindles and 250 looms, employ- 
ing over 1,800 workers (destination— 
Honan); 2. World Handkerchief Fac- 
tory, operating 150 weaving machines, 
20 of which are being dismantled for 
removal (destination—Tientsin); 3. Lih 
Sheng Machinery Works producing 
weaving machines employing 150 work- 
men (destination—North China) and, 
4. Central Glass Factory which will re- 
move entirely to Mukden within two 
months taking along the majority of 
its 80 skilled workers with their depen- 
dents. 


Labour:— Soon after the capture of 
Shanghai (on May 25), labour disputes 
flared up, mostly over demand for in- 
crease in wages and severance pay. 
Over a thousand cases have been re- 
corded up to the present. In the begin- 
ning the new authorities adopted a 
noncommitta] attitude and simply in- 
dicated that wages could be adjusted in 
terms of rice which cost then the 
equivalent of about HK$25 a picul of 
160 catties but costs now over HK$120. 
As the Nationalist blockade has brought 
business and industry almost to a 
standstill, both commercial firms and 
factories are in no position to make 
their ends meet and in fact are unable 
to pay their employees whose wages 
in terms of rice or ‘parity units’ are 
regarded as the highest ever recorded 
in Shanghai. 


Under such conditions the authorities 
can no longer keep up their apparently 
indifferent attitude. To avoid a com- 
plete suspension of industral activities 
the authorities recently relinquished 
their aloofness in the labour question 
and tried to regulate labour-manage- 
ment disputes. On one hand, a ‘Labour 
and Capital Mutual Benefit Campaign’ 
was started through the labour unions 
(present membership over 50% of the 
1 million Shanghai workers) with a 
policy of lower wages and more work- 
ing hours, and on the other hand labour 
regulations, the first of their kind since 
the capture of Shanghai, were pro- 
mulgated, viz. 1—Factories still in idle 
state since the liberation must try to 
resume operation otherwise permission 
to remain closed must be obtained from 
the authorities, 2—-When talks over 
wage disputes are under way, produc- 
tion must continue and striking is pro-. 
hibited, 3—Change of nature of produc- 
tion and/or reduction of employees by 
the management must be approved by 
the authorities, 4—One month’s notice 
and three months’ severance wages 
must be given by management in case 
of dismissal of workers, 5—Disputes 
that cannot be settled through arbitra- 
tion may be brought before the People’s 
Court, and 6—Both labour and capital 
are not bound to fulfil conditions if 
accepted under duress. This two- 
pronged movement has liquidated many 
outstanding disputes while at the 
same time obviating rising ones. In 
several cases workers have agreed to 
have their wages cut by 20-80% and to 
raise working time by 1-2 hours per 
day. 
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_ Foreign Trade:— Large profit has 
induced sporadic blockade-runners to 
both Shanghai and North China ports, 
particularly Tientsin. The KMT 
blockade being evidently ineffective in 
North China waters after the loss of 
the Changshan Islands, there is a con- 
tinuous flow of shipping into Tientsin 
which is under these new circumstances 
handling more foreign trade than 
Shanghai. To take advantage of the 
present favourable situation in Tientsin 
many approved import and export com- 
pamies in Shanghai have applied for 
permission to establish branch offices 
in that North China port. Since the 
new regime is definitely following a 
policy of boosting foreign trade, such 
permission has been given by both 
the Shanghai Foreign Trade Control 
Bureav. and North China Industry and 
Commerce Bureau. 

In Shanghai itself the Foreign Tirade 
Bureau has adopted some interim trade 
regulations which are intended as an 
assistance to merchants. The new rules 
provide for (1) that permissible export 
cargo may be secured through the 
tender system, and (2) that importers 
may dispose of their cargo in any one 
of the following ways:—(a) importers 
may sell their cargo -+to the Trade 
Bureau at an agreed price, (b) im- 
porters may request the Trade Bureau 
to secure export cargo equivalent to their 
imports, and (c) importers may sell 
their imports on the free market. The 
Trade Bureau has further obtained the 
approval of the Railways Administra- 
tion to give transportation priority 
and reduced rates to exporters. 

In the field of bristles the China 
Bristle Manufacturing Company belong- 
ing to the Shanghai ‘Foreign Trade 
Corporation was authorised at the be- 
ginning of August to purchase bristles. 
In one week a total of 125 piculs were 
bought. Prices offered were PB$550,000 


(prevailing rate PB$360 to HK$1) 
per picul (of 110 lbs) for Shanghai 
Black Nb. 17 and PB$700,000 for 


Chungking Black No. 27. 

Cotton Situation:—The blockade has 
led to an acute cotton famine which 
resulted in the further increase of un- 
employed workers in Shanghai’s prin- 
cipal industry—cotton spinning and 
textiles. The official Shanghai Foreign 
Trade Bureau is therefore anxious to 
interest merchants to get raw cotton to 
the mills of Shanghai. It is proposed 
by the Bureau that private firms act as 
cotton purchase agents for the author- 
ities in the following manner: on all 
cotton purchases the buying merchant 
obtains a commission of 10% and _ is 
given a quantity of cotton cloth for 
sale to overseas customers on which 
sale he earns a commission of 20%. 
The Trade Bureau is bearing all trans- 
port and incidental charges and losses 
arising from market price fluctuations. 
Provision has also been made for con- 
ducting barter of cotton against yarn 
or cloth by turning over to an importer 
for every 500 to 520 lbs. of raw cotton 
one bale of cotton yarn or 30 pieces 
of cloth (grey sheeting). It is hoped 
by such measures to encourage private 
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Hongkong Stock & Share 
. Market 


A slightly better sentiment with more 
buying interest featured last week’s 
market and some incurable optimists 
predict the coming of an all-round 
price improvement. It is true. that 
many of the forced sales of recent 
weeks have strongly contributed if not 
actually caused the slump conditions 
in the past month but on the other 
hand one cannot overlook the fact that 
buyers were largely absent and those 
fabulous conservative investors, who 
allegedly calmly and quietly add to 
their already swollen portfolios, were 
conspicuous by their reticence. 


The yield expectation of local hold- 
ers, the small and the big ones, is 
around 10% and under such conditions 
a forceful upward movement in share 
prices cannot be reasonably looked for- 
ward to. Hongkong is, unfortunately, 
regarded by the majority of investors 
as not too secure once the Chinese com- 
munists have eliminated the KMT — 
and that this process is most favourably 
developing for the communists can be 
gleaned from the headlines of the daily 
papers. The more solid and secure the 
general position of a country is be- 
lieved to be the lower will be the yield 
of investments generally; the reverse 
appears to be true with regard to 
Hongkong. In 1947 and the larger part 
of 1948 the average share yield was 
around 5 to 6% but at present the re- 
turned has doubled. 


Forward settlement remains one of 


the ‘hottest’ matters for argument 
among brokers, jobbers, speculators 
and some of the local banks. The pros 


and contras have: been aired sufficient- 
ly and it can be said that the majority 
of brokers, albeit a very narrow one, is 
not in favour of reintroducing limited 
forward trading. At a forthcoming 
meeting of share brokers the subject 
will be taken up once again in view of 
the trading slump and the urgency of 
stimulating a larger turnover. The ad- 
vocates of the reintroduction of trad- 
ing in futures would be satisfied with 
a change from the present daily to a 
proposed fortnightly settlement. 


Politically, the market seemed to 
have come slowly to realise the base- 
lessness of fears regarding the threat 
to Hongkong by the Chinese commu- 
nists. More well-informed reasoning 
is now in evidence and the loose talk 
of some time ago, which conjured up 
non-existing perils to the life of local 
residents and the safety of their pro- 
perty ‘if Canton falls and the Reds 
take up positions along the Hongkong- 


traders to supply cotton to the mills of 
Shanghai and at the same time to im- 
prove the export position of Shanghai 
made yarn and cloth. The import of 
smaller quantities of cotton appears 
possible as small steamers and junks 
can slip into the Whangpoo or other- 
wise unload their cargo in the vicinity 
of Shanghai. Overland transport of 
cotton after having been discharged in 
Tientsin is also promoted. 
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Kwangtung border’, is abating though 
not yet fading out altogether. Prospec— 
tive investors are often discouraged by 
dire predictions of ‘trouble’ and quite 
a few local and foreign investment 
brokers try to influence holders of idle 
ee to send them to the US, Austra- 
ja etc. 


Mr Felix M. Ellis 


Last week occurred the death of Mr 
Felix M. Ellis, a well-known econo- 
mist and one of Hongkong’s prominent 
sharebrokers, During the years of in- 
ternment by the Japanese as a prisoner 
of war the late Mr Ellis suffered great- 
ly in his health and contracted a serious 
heart disease which, in spite of a long 
rest and attempted cures in American 
hospitals, did not improve. His death 
was mourned by his family here and 
abroad, the Jewish community of whom 
the late Mr Ellis was a leading mem- 
ber, a large number of personal and 
professional friends in all walks of life. 

The Felix Ellis share price averages 
which constitute the only existing 
share price index in Hongkong were 
compiled by the deceased but his im- 
portant work will be continued for the 
benefit of the local financial com- 
munity. 


Share Business of last week: 

Volume of Business:—Total sales re- 
ported amounted to 67,103 shares an 
approximate value of $1%4 million, an 
increase of $% million compared with 
the previous week. 

Price Index:—The Felix Ellis aver- 
ages based on the closing prices of 12 
active representative local stocks closed 
at 125.06 for a net gain of .94 compar- 
ed with the close of the previous week. 
Day-by-day, his averages were: Sept. 
5, 124.58; Sept. 6, 124.83; Sept. 7, 124.83; 
Sept. 9, 125.06. 


High Low 
TOA TE Se tencrat aie-s decane 155.82 123.88 
GAO ccticmce ohne es 148.68 134.05. 
oY he ee hae = rel 138.37 123.32 
Dividend:— 


The Directors of the Chartered Bank 
of India, Australia, & China have de- 
clared an interim dividend of 6% less: 
Income Tax, payable on lst October, 
1949. 


Business Done:— 


Banks:—H.K. Banks @ 
1415, 1430. 

Insurance:—Unions @ 635. 

Docks, Wharves, Godowns, etc.:—H.K. 
Docks @ 17; China Providends @ 
11%. 

Hotels & Lands:—H. & S. Hotels @ 
10.40, 10.50, 10.60, 10.40, 10.60; H.K. 
Lands @ 47, 46%, 47, 464%; Shang- 
hai Lands @ 1.90. 

Utilities:—H.K. Tramways @ 16, 16%, 
16%, 16.30, 16.40, 16.30; China 
Lights (0) @ 10.90, 11.60, 11%, 
11.40, 11.60; China Lights (N) @ 
8.40, 8%, 8.60; Hongkong Electrics 
@ 29%, 32, 31%, 32, 3134, 31%; 
Telephones @ 19%. 

Industrials:—Cements @ 19, 19%, 19%, 
20 


Stores:—Dairy Farm @ 37, 3734; Wat- 
sons @ 40, 42. 
Cottons:—Ewos @ 44. 


1400, 1410, 
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Exchange & Financial Markets 


itHongkong Clearing House 


During the first eight months of 1949 
Hongkong Clearing House total 
amounted to $7,288,920,944, an increase 
of 32.09% over the total of the corres- 
ponding period of 1948 ($5,518,245,876). 
The clearing figures for July and for 
August were $904.5 million and $938.4 
million respectively which amounted 
to increases over the respective months 
of 1948 of 37.74% and 40.52% respec- 
tively. 


The monthly average for the current 
year (8 months) is $911 m. The month- 
ly averages for 1947 and 1948 are 
$549.5 m. and $688.9 m. respectively. 
Clearing figures for the current year 
(8 months average) exceed 1947 aver- 
age by 65.77% and 1948 average by 
32.32%. (Total clearings for 1947 and 
1948 were $6,595 m. and $8,267 m, 
respectively). 


Trade returns of the Colony and 
communication statistics bear out, to- 
gether with the clearing-house 
amounts, the fact of the high level of 
local industrial, commercial and finan- 
cial activity. As was said of the 
Colony’s trade, that it goes from 
strength to strength, the same can be 
pronounced with regard to other eco- 
nomic activities in Hongkong. 


Clearing-house figures for the first 
eight months of 1948 and 1949:— 


Amounts passed through the clear- 


ing:— 
1948 1949 
January 690,869,863 822,578,268 
February 624,267,531 755,368,765 
March 780,180,420 891,308,578 
April 753,367,765 829,170,394 
May 677,060,291 1,207,078,664 
June 667,992,698 940,445,697 
July 656,716,034 904,542,989 
August 667,791,274 938,427,589 
First eight 
months 


5,518,245,876  7,288,920,944 


Hongkong Currency Notes 


Bank note circulation as issued. by 
the three note-issuing private banks in 
the Colony amounted to $875,111,090 
at the end of June this year. The total 
bank note issue at the end of 1947 and 
1948 amounted to $675.1 m. and $783.2 
m. respectively. The June currency 
figure amounts to an increase of 30% 
over the 1947 figure and to an increase 
of 14% over the 1948 figure. The high- 
‘est circulation was recorded here in 
April ($880,952,687). 


In addition to the issues of the three 
private banks Government also circu- 
lates notes of $1 denomination, subsi- 
diary notes and 10 cents coins, the total 
‘value of which is around $20 million. 


Of the note-issuing banks the Hong- 
kong & Shanghai Banking Corp. 
accounts for 934% of the total issue. 
In June the notes of the Hongkong & 
Shanghai Banking Corp. amounted to 


$818,376,790, of the Chartered Bank of 
India, Australia & China to $53,570,310, 
and of the Mercantile Bank of India to 
$3,163,990. 


The total note, subsidiary note and 
coin circulation of Hongkong at the 
beginning of the second half year was 
about $900 million. It is estimated that 
25% of the Colony’s note issue is cir- 
culating in Kwangtung and other parts 
of South China. There was, in May, a 
tendency noticeable in Canton to re- 
turn Hongkong notes and to invest in 
gold, silver and US currency; however, 
the short-lived loss of confidence in the 
stability of the local currency has not 
led to a reduction in the use of the 
HK$ in Kwangtung. Today as before 
the Colony’s legal tender is widely 
used in South China and is being 
hoarded by farmers and urban people 
alike. 


The monthly average of bank notes 
in circulation was $860.1 million for 
the first half of 1949, corresponding to 


£53%, million. Considering the very 
large and ever increasing import- 
export figures of Hongkong, the 


buoyant bullion and exchange transac- 
tions, a growing industry, the housing 
construction boom, and the regular 
requirements of a population of almost 
2 million, the current note issue figure 
appears small particularly when hav- 
ing regard to the fact that the local 
dollar is widely used as means of pay- 
ment in Kwangtung. 


US$ Market 

Highest & lowest rates of last week: 
notes HK$599—555, DD 597%—554, TT 
596—556, corresponding to cross rates 
of US$2.68—2.88. In foreign open mar- 
kets, area account sterling was sold 
from 2.75 to 2.90. Free market rates 
in New York for three and six months 
forward contracts went to their lowest 
levels, viz. US$3.79 and 3.75 respective- 
ly, but then recovered and higher rates 
are expected. Pound notes sold around 
US$2.81 to 2.85. The outcome of the 
Washington financial conference is in- 
terpreted as aiding the recovery of 
sterling in free markets. 


Turnover of last week: US$3%4 mil- 
lion (TT 2% m., DD and notes 1% m.). 


Gold importefs were absent from the 
market. With the gold importers heavy 
demand for TT New York now a mat- 
ter of the past local open market rates 
are’ bound to show weakness and to 
drop, eventually, below overseas area 
account sterling crossrates. 


HONGKONG OPEN 


Japanese account US$ dropped in 
sympathy with open TT New York but 
still is excessively high. Importers 
paid last week between HK$6.60 to 7, 
about 20% more than for TT New 
York. Supply of funds in Tokyo was 
easier. 

The a la hausse speculation mainly 
arranged by Shanghai financiers has 
suffered considerable losses both in 
US$ and in gold. Their complete lack 
of understanding of conditions in 
Hongkong and, in some instances, their 
mischievous designs calculated to cause 
economic instability in the Colony have 
resulted in the collapse of a good many 
Shanghai flight capitalists. Those who 
had confidence in the stability of ster- 
ling and who played in the market a la 
baisse have reaped their due rewards. 
The public at large is glad to see the 
artificially boosted gold and US$ rates 
tumble down. Cost of living in the 
Colony should decline in due course. 
Imported merchandise which was paid 
for in US$ at the previous high ex- 
change rate will have to be sold at cost 
or even at a loss. New purchases from 
the US should be stimulated. 


Chinese flight capital is still on the 
increase here. The amount of US$, 
held mostly in notes, brought into 
Hongkong by chiefly Shanghai refu- 
gees is estimated in excess of US$100 
million; in addition, many recent im- 
migrants dispose of large funds in the 
US and for reasons of upkeep of their 
expensive households and financing of 
various business ventures in Hongkong 
they have to liquidate part of their US 
balances. The local free US$ market 
is oversupplied from these _ sources. 
Overseas Chinese family remittances, 
always stronger during the months of 
September and October, and increased 
US$ and Peso export proceeds are in 
excess of import merchant demand. 
Since no gold imports, at least of no 
sizeable volume, can be expected in 
future the technical position here 
should continue unbalanced thus caus- 
ing weak open US$ market rates. 

The determination of the local rate, 
in the past as in the future, will how- 
ever remain connected with fluctua- 
tions in foreign markets, mainly New 
York, Paris, Zurich, Brussels, Milan. 
Provided that unofficial sterling is re- 
covering abroad, as it appears likely 
under conditions as revealed during the 
Washington financial conference, and 
crossrates return to a level of around 
3, the local open market rate should be 
below HK$530. In the near future the 
arbitrage should be able to make pro- 
fits only by reversing its course of 
operation of the last few months, i.e. 
by remitting sterling to Hongkong for 


MARKET RATES 


per 0S$109 
ee eee ee 
Notes Drafts Tests 

September High Low High f Low High Low 

Our 5.:< Uachaihons Pate Ai: 5.99 5.90% 5.974 5.90% 5.96 5.93 
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exchange into HK$ with which to buy 
on the open market US$ for eventual 
transfer to New York. On the whole, 
unofficial (area account) sterling rates 
are these days not much at variance, 
and arbitrage has to lie low. 


Gold Markets 


Prices continued to drop last week 
and the prospect for a reaction is not 
yet in sight. All factors influencing 
the local rate point towards further 
price declines. Sterling has appreciated 
in overseas unofficial markets and the 
devaluation of this currency is far off 
if ever it comes. Gold imports, as 
usual from Macao but characteristically 
enough from South and now even 
North China, are bringing local stocks 
up to record levels while at the same 
time exports to Far Eastern countries 
are small and have therefore hardly 
any bearing on the over-all gold posi- 
tion of Hongkong. China as a large 
customer of gold has to be written off. 

Much of China’s liquid wealth (gold, 
foreign currencies) has found a haven 
in the Colony and more is arriving 
week after week. Present gold stocks 
in the Colony amount to around 600,000 
taels (720,000 ozs. troy), viz. some 335,- 
000 taels of ready delivery trading 
stocks and over 250,000 taels of hoard- 
ed bullion (in private homes, bank 
safe deposit boxes). 

Last week’s highest & lowest prices 
were as follows:—for .945 fine gold bars 
$335—294 per tael, corresponding to .99 
fine gold prices of ‘$351—309 per tael 
and $25934—2563%4 per oz; actual busi- 
ness for .99 fine bars was recorded at 
$352 high, and $310, low. Cross rates 
per oz, were US$49 high, 46 low. 


Trading Reports of last week:— 

Monday, September 5:—Opening and 
closing rates $329—331. On the ficti- 
tious forward market the change over 
favoured sellers at the interest rate of 
19 cents per tael of .945 fine per day. 
Throughout the week, the change over 
rates continued in favour of buyers. 
The Kunming political report induced 
the bulls to buy and the rate went to 
the highest of the week, $335. Impor- 
ters and Cantonese operators heavily 
sold and subsequently the market turn- 
ed weak. ‘ 

Tuesday, Sept. 6:—Opening and clos- 
ing $333—325%. Change over 28 cents. 
Continuous selling by the Central Bank 
of China in Canton indirectly caused 
the local market to assume an easier 
tone. : 

Wednesday, Sept. 7:—Opening and 
closing $327—323. Change over 16 
cents. Imports from Canton and Macao 
were pouring in, buyers were absent. 


Thursday, Sept. 8:—Opening and 
closing $322—313%. Change over 26 
cents. Better news influencing the 


standing of sterling were issued by the 
Washington financial conference which 
caused bulls to unload at losses. 
Friday, Sept. 9:—Opening and clos- 
ing $312—302%. Change over 12 cents. 


Continuous liquidations by bulls un- 
checked. : 
Saturday, Sept. 10:—Opening and 


closing $300—297. Change over 7 cents. 
Even lower change over interest would 
not induce buying, lowest of the week 


294 recorded. Market continued easy. 
In the unofficial afternoon market, 
some small business done at $297—298. 


Tradings, Positions and Cash Bars:— 

During the week under review, trad- 
ings totalled over 172,000 taels, daily 
average worked out to be 28,500 taels, 
Positions left open estimated at 148,000 
taels per day, in which interest hedg- 
ing forward operators, gold importers 
and Canton operators were oversold, 
Shanghai, Swatow and local operators 
overbought. Cash bars turned over 
officially at 29,870 taels, unofficially 
over 15,000 taels, a total of about 45,000 
taels. 


Imports, Exports, Stocks, and 
Consumption: 


During the week under review, more 
than 38,000 taels were imported, in 
which 14,000 taels were from Macao, 
22,000 taels from Canton, and 2,000 
taels from North China. About 13,000 
taels were exported, of which 6,500 
taels were sent to Bangkok, 3,000 taels 
to Singapore, 2,000 taels to India, and 
1,500 taels to Haiphong. Ready de- 
livery stocks, excluding those hoarded, 
but including those mortgaged to the 
banks, increased to 335,000 taels. Over 
20,000 taels changed hands by interest 
hedging forward operators. Local con- 
sumption increased to about 5,000 taels, 
tor the public were buying more orna- 
ments at the present reduced price. 


Unofficial Exchange Rates 


Banknote prices in terms of HK 
dollars:—Piastres, forward, highest and 
lowest rates 12.70—12.35, spot notes 
12.90—12.55. Nica guilders 264%—24\%. 
Baht 26.70—26%. (Per one hundred 
currency units). 

Pound note 15.70—15.30, 
pound 12.40—12.35, Canadian dollar 
5.4814—5.20, Indian rupee 1.19—1.18, 
Burmese rupee 0.74—0.72, Ceylonese 
rupee 1. Peso 2.84—2.70. Malayan 
dollar 1.8334—1.82%. 


Australian 


Silver Market 

Highest and lowest prices of bar 
silver quoted were $4.25—4.15 per tael, 
Hongkong, Mexican and _ Australian 
Silver Dollar coins $3.05—2.90 per coin, 
Chinese Dollar coins 3.1244—2.95 per 
coin and twenty-cents coins 2.80—2.60 
per five coins. Rates dropped slowly. 
Business was rather quiet and reduced 
in comparison with the week before. 
Turnover is estimated at 98,000 taels in 
weight, mostly in Chinese Dollar coins. 

Sailing-boat Chinese Dollars were 
quoted a little higher than the “Yuan” 
and the “Sun” Dollars, the reason being 
that it was easier to circulate them in 
China. 

Government mints in China are now 
(1) Taiwan Mint, producing 100,000 
pieces daily; (2) Chengtu Mint, pro- 
ducing 100,000 pieces daily; (3) 
Chungking Mint, producing 50,000 
pieces daily; (4) Kunming Mint, pro- 
ducing 30,000 pieces daily; (5) Canton 
Mint which however ceased producing 
for fear of the approach of the 
People’s Army and planned to move to 
Hainan. Bar silver in the hands of the 
Chinese Government totalled about 8 
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million ounces. This amount will 
suffice to run all the mints for 2 months. 
New arrivals from abroad are expected. 
Overseas prices were quoted at 73% 
cents per oz. in New York and 44% d. 
in London. A slight lowering in mar- 
ket rates abroad is anticipated during 
the course of this year. The US Trea- 
sury continues to buy US-mined silver 
at the fixed support price of 90% cents: 
per oz. 


Chinese Exchange Markets 


Remittances to Tientsin and Shang- 
hai were confined to small amounts of 
family requirements. Gold and US$ 
exchanges with Shanghai were quoted 
930—910 and 870—830 in Hongkong 
for 1000 in Shanghai _ respectively. 
Business transacted totalled about 2,500: 
taels of gold and US$45,000. It was 
reported that sellers were mainly those 
who wished to remove their wealth 
here and buyers were smugglers, who. 
shipped gold and US$ here to profit by 
the differences. Transactions may in- 
crease in future if the KMT blockade 
weakens. 

Business with Canton remained to be 
done in Hongkong currency and quoted 
1005—1001 in Hongkong for 1000 in 
Canton. Business done reported to be 
HK$2,700,000, an increase over the 
week before which was caused by the 
flowing of gold from Canton to Hong- 
kong. 

Business transacted with Amoy was. 
mostly in US$ and with Swatow in 
Hongkong currency. Some business: 
totalling about HK$450,000 was trans- 
acted early in the week, but nothing 
was done during the latter part as. 
fighting approached these ports and 
merchants were planning to take re- 
fuge. Rates quoted 1010—1005 in 
Hongkong for 1000 there. 
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COMMERCIAL MARKETS 


Overseas Markets 


Hongkong is fast falling into line 
with the rest of the world in her search 
for overseas markets. This is a com- 
paratively recent development, as be- 
fore the war little was done in the way 
of manufacture, the port being almost 
exclusively content with the role of 
entrepot between China and the rest of 
the world. This does not mean, how- 
ever, that manufacturers, especially 
those in North China, had not visualis- 
ed the possibilities offered by the Col- 
ony for as far back as in the thirties 
some far-seeing manufacturers in 
Shanghai studied the possibility of es- 
tablishing at least a branch factory in 
Hongkong which, in the event of trou- 
ble—Japan was then regarded as_ the 
arch-enemy of peace—could be utilised 
to ensure continuity. Many of these 
projects failed to materialise for vari- 
Ous causes, one being the difficulty of 
acquiring land in the restricted area of 
the Colony, a difficulty which has since 
been overcome to a considerable ex- 
tent by the development of roads, 
water, electricity and gas in the New 
‘Territories. The final result is Hong- 
kong’s inclusion amongst world ex- 
porting countries. f 

The two B.1F. displays in London 
might be said to have been the inau- 
gural step marking Hongkong’s entry 
into the comity of exporting nations 
and these exhibitions undoubtedly went 
a long way towards publicising the 
‘Colony. The Hongkong Chinese Manu- 
facturers’ Union which is already well 
established was largely instrumental 
in organising the displays, but the Un- 
ion as a body is more concerned with 
the Hongkong end of trade develop- 
ment, whereas a permanent office de- 
-voted to the overseas work of promot- 
ing trade has hitherto been absent. 
‘This serious lack of up-to-the-minute 
information regarding the possibilities 
‘of certain overseas markets, meant that 
manufacturers here were working 
somewhat in the dark, making stabs at 
requirements rather than working on a 
‘clear-cut basis. 

The Foreign Trade Service which is 
now organised, is the natural corollary 
to the Manufacturers’ Union and will 
correct misapprehensions regarding 
overseas requirements, note the stand- 
ard of products acceptable in various 
markets, note the latest designs and 
tendencies in commodities, and will 
study regulations and all round needs 
as well as publicising Hongkong’s 
manufactures by arranging exhibitions 
and the organisation of a display centre 
for Hongkong goods. In fact the work 
carried out by such an organisation, if 
well supported by manufacturers in 
the Colony and well organised should 
prove of incalculable service. At the 
moment the scheme is in its infancy, 
but as the need of it is already acutely 
felt there is no reason why it should 
not expand into an important adjunct 
-of the Manufacturers’ Union. 

Such organisations, although not al- 
ways similar in formation, are univer- 
sal and it is interesting to learn that 
Japan which before the war unfortun- 


ately abused the functions of its for- 
eign trade organisations, is again seek- 
ing to establish information centres 
abroad. The American authorities, well 
aware of this need to advance Japan’s 
foreign trade, have already sanctioned 
the establishment of such centres in 
some of the leading cities of the world 
and it is clear that although the Hong- 
kong organisation is wisely starting in 
a modest way by means of correspon- 
dence rather than personal contact, it 
will be necessary for it eventually to 
expand into recognised centres abroad. 


Rice Prospects 


A few months ago the Director-General 
of the United Nations Food and Agri- 
cultural Organisation, in reviewing the 
food situation of the peoples of the 
Far East, stated that the rice consum- 
ing part of these countries was worse 
off than at any previous period. It is 
true that he did not include Thailand, 
Burma, or Indo-China in this state- 
ment but a recent report of the US 
Department of Agriculture, which has 
been investigating the future prospects 
of Burmese rice, found that Burma’s 
1949/50 rice acreage is 20% lower 
than that of 1948 and only 63% of the 
pre-war average, all of which is not 
too encouraging. The actual figures as 
estimated are 8 million acres under 
rice as compared with 9,921,000 acres 
in 1948/9 and an average of 12,671,000 
acres during the pre-war period. On 
the other hand, the Thailand Govern- 
ment has announced that every en- 
couragement will be given to the pro- 
duction of rice in that country, which 
includes improved transportation, irri- 
gation, marketing, etc. The value of 
this export to the national income is 
fully recognised. It is also interesting 
to note that the Thailand Government 
is taking steps to introduce a bill at the 
next parliamentary session authorising 
a rice export monopoly by the Govern- 
ment. This follows the announcement 
by the FAO that international rice al- 
locations will be discontinued as from 
December 31. 

In the meantime, Japan has conclud- 
ed a contract with the Burmese Gov- 
ernment under which some 70,000 tons 
of rice will be exported to Japan. This 
is only a part of Japan’s rice needs, as 
recently a contract was signed with 
Thailand for the delivery of a further 
30,000 tons, bringing the total amount 
contracted for up to 150,000 tons, of 
which some 80,000 tons have already 
been shipped from Thailand to Japan. 

It is reassuring to know that Taiwan 
is well supplied with rice as the result 
of an unusually fine bumper crop of 
over 1.2 million tons this year,—the 
highest yield since the end of the Jap- 
anese occupation of the island in 1945, 
although a drop of 200,000 tons from 
the peak rice yield under the Japanese 
administration. However, according to 
a statement by the Governor of Tai- 
wan, the crop though excellent will be 
barely sufficient to feed the island’s 
population of 6.7 million, so that other 
sources may have to be-approached to 
fill any deficiency in supplies. An in- 
teresting point in connection with this 
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fine yield is that 97,729 tons of fertil- 
izers were used,—also a postwar re- 
cord. 


Tientsin Trade 


The barter system of trade with 
North China, working through Tientsin, 
which served its purpose during the 
early days of the change-over from the 
Nationalist to the Communist regime, 
is now being replaced by ordinary 
trade, accompanied by applications tor 
exchange in the case of imports and 
the surrender of exchange where ex- 
ports are concerned. Contracts entered 
upon before August 31 under the barter 
system will be considered valid. 

Trade with North China has been a 
complete reversal of what had been 
feared as a result of the Nationalist 
blockade of ports under Communist 
control, and indeed some find it hard 
to credit the figures issued by the Tien- 
tsin Navigation Office showing the ex- 
tent of the trade that has been carried 
on through this northern port. 

For July the total value of imports 
amounted to over $1 million, the main 
commodities being paper, ores and 
chemicals; exports came to the same 
amount, consisting of vegetable oils, 
beans, bristles and eggs. This $2 mil- 
lion worth of trade was carried on al- 
most entirely through Hongkong. 

During August, some 70 ships of a 
total tonnage of 130,000, 65% more 
than during July, entered and left the 
port, carrying 2,206 passengers and 
31,000 tons of export-import cargo. 
One half of these ships consisted of 
Chinese coastal vessels trading between 
Tientsin and Tsingtao, Dairen and 
Yingchow. The other half was com- 
posed of ships under foreign ownership 
arriving from Hongkong, the USA and 
Japan, and carrying American raw 
cotton, chemicals, paper and ores, as 
well as machinery and general cargo. 

Recently enquiries have been receiv- 
ed in Hongkong from Brazil and 
Argentina for Peking rugs, of which 
there is a stock in Hongkong. These 
rugs were obtained from Tientsin un- 
der the barter system, the exchange 
being based upon smoke rubber sheets 
and industrial chemicals. From Japan, 
also, enquiries have come in regard to 
about 20,000 rugs of different dimen- 
sions. In future, with the development 
of trade direct with Tientsin and other 
countries as shipping facilities improve, 
this description of trade will probable 
revert to the northern port as in the 
past and not be carried on through 
Hongkong. 


The Philippines Lumber Trade 


The lumber trade in the Philippines 
which has been in a promising condi- 
tion for some time past, is now to have 
a further fillip by a loan from the Im- 
port and Export Bank amounting to 
US$250,000 earmarked for the Dasian 
Lumber Company which deals in ma- 
hogany or “Dasian,” its trade name by 
which it is known in the US. The wood 
which grows principally on the east 
coast of Luzon and where the Dasian 
Lumber Company has its concession, is 
noted for its extremely fine grain. The 
People’s Bank and Trust Company of 
Manila is also extending credit to the 
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Company and altogether some US$ 
750,000 will be provided. Modern 
American sawmill equipment is being 
installed, as well as the necessary 
equipment for the transportation of the 
lumber to a deep sea port from which 
the bulk of it will be shipped to the 
United States, 

There are some 29 million hectares 
of forest land in the Philippines and of 
this number 13 million hectares come 
under the heading of commercial for- 


ests. Of these, four million cubic 
metres of timber may be cut every 
year, but up to the end of 1948 not 


more than half this amount had been 
felled. This was partly due to the lack 
of the necessary number of sawmills, 
a shortage of labour, and unorganised 
Overseas markets. The exploitation of 
the Dasian Lumber Company’s conces- 
sion of approximately 230 square miles 
will materially aid the timber trade. 
During 1948 the 340 sawmills in opera- 
tion in the Philippines produced nearly 
800,000 cubic metres with a trade value 
of P.71 million, 


Plastics from Rubber Latex 


Considerable interest has been creat- 
ed in rubber circles by the news that a 
Dutch chemical establishment intends 
to manufacture under licence, on the 
basis of patents held by the Dutch 
Rubber Institute at Delft, a plastic 
from rubber latex and hydrochloric 
acid, to be marketed under the name 
rulahyd-plastic. Before the war hydro- 
chloric rubber was manufactured by 
the American chemical industry; it was 
used on a large scale as a transparent 
packing material (film), particularly 
in those cases where the exclusion of 
moisture was of paramount importance. 
The Rubber Institute has developed a 
process which leads to a much simpler 
manufacture of similar products, and 
in addition opens up some unexpected 
modes of application. For the Nether- 
lands it is of particular importance that 
the existing apparatus can almost en- 
tirely be used for this process, so that 
hardly any foreign currency is needed 
for investment. Hydrochloric rubber 
will be supplied as a basic material to 
other industries. This process spells 
the beginning of a new era for the tro- 
pical cultivation of rubber. In the past 
few years not only have plastics enter- 
ed into competition with natural rub- 
ber, but in addition plastics have 
increasingly acquired new fields of 
application. 


TIMBER SHORTAGE IN THE 
FAR EAST AND BAMBOO 
CONSTRUCTIONS 


The timber shortages in Far Bastern 
countries are due as much to wasteful 
uses of timber as to lack of adequate 
forest development. Timber has been 
wasted on a large scale because of wrong 
engineering design and the use of 
untreated woods, but if the problem of 
utilisation is tackled properly and the 
timber surplus countries cooperate with 
the deficit countries, there need be no 
apprehension over a timber famine or 
over inadequate supplies in the coming 
years for even large-scale industrial 
development. The case of railway 
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sleepers or cross ties furnishes a prime 
example of waste. (Not only the bulk 
but the cream of timber is comman- 
deered for sleepers by the governments 
which usually own the railroads. These 
sleepers are made according to a de- 
sign fixed nearly a hundred years ago 
when easily accessible virgin forests 
were still standing. Their production 
requires large sized trees and large 
parts of trees, and there is wastage 
of nearly 50 per cent of the log in con- 
version. The same width and number 
of sleepers per mile are used in ‘East 
Asia as in temperate countries, al- 
though some of the Asian hardwoods 
have 50 to 75 per cent more strength 
than the hardwood or softwood sleepers 
used in other countries. The possibility 
of saving at least 30 to 49 per cent of 
timber in railway sleepers, and of a 
50 per cent to 10 per cent reduction of 
waste during the conversion of logs, 
should be fully explorea. 


As regards timber for rural housing 
and other rural needs, 90 per cent of 
the population lives in villages where 
housing conditions are appalling and a 
disgrace to modern civilisation. Floor- 
ing consists of mud stabilised by re- 
peated coatings of cow dung (an ex- 
cellent medium for the growth of bas- 
teria and insects); walls are of mud or 
mud plastered over untreated bamboo 
or poor timber. A few sapwood posts 
are used. Since the ground is infested 
with white ants, the timber or bamboo 
members last hardly two or three 
years, when the whole structure has 
to be rebuilt. Roofs of sapwood poles, 
unsplit bamboos, bamboo matting, or 
palm leaves are gradually destroyed 
by termites and rot, and often collapse 
suddenly in storms. An interim solu- 
tfon to the problem of rural housing 
in East Asia could be based, to a large 
extent, on the integrated and scientific 
utilisation of the bamboo resources of 
the Far Elast. Bamboo resources are 
more than adequate. Bamboo is na- 
ture’s cheapest box-girder, and can be 
harvested on a five-year rotation. Its 
exploitation does not call for expensive 
or intricate machinery; its transporta- 


tion is easy. All that is needed is 
standardisation, prefabrication, and 
mass production of building elements 


after architects and engineer have de- 
veloped aesthetic designs of different 
rural houses. The knowledge of how 
to make these houses already exists. 


Many other possibilities of improved 
timber usage are possible. For in- 
stance, the use of charcoal instead of 
fvelwood in urban areas to save costs 
of transporting wood over long hauls: 
use of pressure treated telegraph and 
telephone poles re-designed for specific 
application to East Asian conditions; 
introduction of new urban housing 
types after the manner of those in 
Japan. where the whole house is built 
of light materials and not designed as 
a fort with iron barg for all windows; 
explorations of new types of uses of 
wood and bamboo in industrial build- 
ings, marine construction, and high- 


way bridges. Those who aim at the 
maximum of public economy — should 
make sure that no false economy or 
enslavement to tradition is permitted 
to thwart their judgment in the selec- 
tion of structural materials. 


KOREA’S TEXTILE BAG TRADE 


Textile bags are not produced in 
South Korea at present. The extreme 
shortage of textiles has hecessitated the 
use of most goods produced since the 
end of World War II, for clothing pur- 
poses, with the exception of some cloth 
which is allocated by the Department 
of Commerce to a mining company. 
This company, a major producer of 
tungsten in South Korea, packages its 
product in 50 kilogram bags made of 
heavy cotton cloth; a double bag is used 
due to the nature of the product. 4,400 
double bags are used per month. These 
are manufactured for the mining com- 
pany by two firms in Seoul. Minerals 
shipped abroad are packaged in textile 
bags. This is the only type of commer- 
cial textile bag manufactured in Korea, 
67,980 yards of cotton sheeting and 901 
yards of canvas were allotted to the 
mining company in 1948, Allocations 
in 1949 have been on a monthly basis 
varying with the needs of the company. 


The principal source of packaging 
material in Korea is rice straw from 
which 29,015,532 bags have been made 
in 1948 compared with 80,142,629 bags 
produced in South Korea in 1944. It is 
expected that 27,500,000 will be pro- 
duced in 1949. The Government has 
tied the collection of straw bags in 
with the annual rice collection pro- 
gram, setting prices and establishing 
quotas to be collected from the farmers. 
There is little commercial production 
of this type of bag, most being made 
by farmers at home during the slack 
winter months. The bags collected are 
used by the Government, exported to 
Japan, or distributed to firms needing 
them. One of the principal uses for 
straw bags is the packaging of rice and 
other agricultural products. In the fall 
of 1947 and winter of 1948, 22,907,000 
straw bags were collected from the 
farmers. 


Korean textile equipment, which is 
usually of Japanese manufacture, is in 
need of replacements and spare parts, 
as there has been little maintenance. 
The two factories which produce small 
numbers of bags are not designed pri- 
marily for that purpose, and the bags 
produced represent only a small frac- 
tion of their total production. 


Since the end of the War the textile 
industry has suffered from a shortage 
of raw cotton and electric power. These 
factors, coupled with the repatriation 
to Japan of Japanese technicians and 
the obsolescence of machinery, have 
retarded production. The electric 
power output is improving, however, 
and the Economic Cooperation Ad- 
ministration plans to import 15,670 
metric tons of cotton in the fiscal year 
July 1, 1949—June 30, 1950. 


Korean trade statistics show no im- 
ports of textile bags as such. Most 
bags imported have come together with 
specific cargoes to be packaged in them; 
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shipments of grain in bulk were accom-. 


panied by burlap bags and shipments of 
fertilizer were accompanied by quan- 
tities of paper bags. Most imports in 
the postwar period have been relief 
shipments of grain and other foodstuffs 
and fertilizers from the United States 
brought in by the U.S. Army and, since 
December 15, 1948, by the Economic 
Cooperation Administration. Salvaged 
sugar and flour bags obtained. from 
these imports plus stocks of bags aban- 
doned by the Japanese, have accounted 
for most of the textile bags available 
since 1945. 


There have been no postwar exports 
of textile bags from Korea. In 1948 
the Korean Government sold 5,000,000 
straw bags to Japan, most of which are 
of a size to contain 5 large mal (165 
pounds) of rice. The coarseness of the 
straw weave varies with the intended 
use of the bag. In 1944 all of Korea 
exported 4,369,000 straw bags to Japan. 
The Government plans to send 10,000,- 
000 bags to Japan in 1949. 


The Government allows the import of 
textiles and raw cotton but the export 
of these items is prohibited due to 
shortages. Government control over 
the textile industry has been a factor 
in preventing the diversion of textiles 
from clothing to textile bags. The Gov- 
ernment also controls the collection 
and distribution of rice straw bags 
through its rice collection program. 


There is little likelihood that produc- 
tion of textile bags will be increased 
within the foreseeable future and even 
less likelihood that the Korean economy 
will be able to pay for substantial im- 
ports of this type of bag. 


* * * 


HONGKONG COMMODITY 
MARKETS. 


Cotton Piece Goods 


After its little burst of activity, the 
cotton piece goods market settled down 
into dullness again and very few trans- 
actions took place during the week. 
Prices showed a further increase all 
round: grey sheetings Mammoth Bird 
brand rose from $46 to $46.90 per piece, 
Beliman brand rose from $42.50 to 
$45.60, Double Lamp from $42.80 to 
$45, Peacock (new) from $44 to $46, 
Precious Jade from $41 to $42.50; white 
cloth Bee & Monkey brand increased 
from $43.50 to $45 per piece, Camellia 
rose from $45 to $46, and Fountain Hill 
from $50 to $53; black cloth Bee & 
Eagle rose from $55.50 to $58 per piece 
and Gold Cup trom $50.50 to $53. 


Metals 


The metal market continued weak 
and little interest was shown on the 
whole. Japanese galvanised mild steel 
sheets, thin, were an exception, new 
arrivals being easily disposed of 5’ x 7’ 
rising in price to $9.30 per piece, while 
en route cargo was offered at $8.80; 
Belgian 3’ x 7’ stood at $9.70; British 
3’ x 6’ were short of stock, but drew 
no buyers at $7.60. Galvanised pipes 
met with a dull market re-exports 
having fallen off, especially to Siam. 
and local demands being weak: 1%” fell 


to 58 cents per foot, %4” fetched 70 
cents, 1” dropped to 95 cents, 144” to 
$1.40, 114” to $1.60, 2” to $1.90, 24%” to 
$4.50 and 3” to $5.50 per foot. Black 
iron pipes also met with a fall in prices, 
but the transactions effected were still 
on a profitable basis: %” fetched 57 
cents per foot, 34” was sold at 68 cents 
and 1” at 90 cents; British %” forward 
price was 5%d and %” forward was 
634d; French forward price for 1%” was 
50 cents, 34” 60 cents and 1” 80 cents, 
1144” was $1.15, 1%” $1.45 and 2” $1.95. 
On the other hand losses were sustain- 
ed on transactions in wire nails: Italian 
14” to 3%” dropped to $62 per picul, 
against the indented price of $65, 
European 142” to 3” in kegs of 259 
fetched $44 and $45 per picul for spot. 
British and Japanese brass sheets were 
almost level in price: G8 to G12 rose 
to $200 per picul, G9 to G11 stood at 
$175 and G13 to G16 at $180. Both 
British and Japanese rolled brass sheets 
had a good market, local torch manu- 
facturers particularly required the Bri- 
tish product in order to comply with 
the conditions of Imperial Preference 
in sales to the United Kingdom: Japan- 
ese 7” width G8 to G10 stood at $170 
per picul, G10 to G1l were offered at 
$185; British 12” G8 stood at $222 and 
G10 at $225 per picul, 8 oz. packing 
was offered at $215, 10 oz. at $210 and 
12 oz. at $220. New offers of British 
brass wire were higher than the Jap- 
anese prices; buyers would have pre- 
ferred the Japanese product, but fresh 
arrivals were short owing to difficulties 
in obtaining exchange: British G8-G12 
stood at $160 for forward delivery, 
compared with the Japanese price of 
$145 with quicker deliveries. USA 
tinplate in 200 lb. casks 20 x 28” was 
offered at $130 forward booking, but 
dealers were not interested, turning 
instead to the British product 20” x 28” 
in 200 lb. casks in skids improved from 
$117 to $120 per picul. American 
tinplate waste was in demand by Tien- 
tsin buyers and improved from $95 to 
$99 per cask. Misprint tinplate, white 
base due to short stocks, improved in 
price from $53 to $62 per case, but 
black base dropped from $48 to $40 per 
case, 


Cement 


A new offer of 10,000 tons of Euro- 
pean cement at 153/- per ton was 
received, which would work out at 
around $118, but merchants were not 
interested considering the price high 
compared with the Japanese product, 
especially as quicker delivery could be 
effected. Japanese cement in 100 lb. 
bags rose from $5.80 to $5.95 and $6 
per bag for spot. Expected new arrivals 
of Indo-China Red Dragon brand ce- 
ment having been delayed and with low 
stocks, the price rose to $6.20 per 1 
ewt. bag. Green Island cement in 94 
lb. bags sold at the official price of 
‘$5.60 per bag ex-godown, “Emerald” 
brand in 112 lb. bags stood at $6.50, 
“Emeralcrete” rapid hardening cement 
in 112 lb. bags sold at $7.50, “Snow- 
crete” British white cement stood at 
$55 per drum of 375 lbs. nett, “Snow- 
cem” cement paint sold at $58 per steel 
drum of 112 lbs. nett. 
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Glass 


Stocks of glass are large, with. 
French glass comprising the major 
portion, and re-exports to Amoy and. 
Foochow have been greatly affected by 
the advance of the communist armies 
in those districts: Japanese 100 sq. ft. 
16 ozs. found no purchasers although 
offered at $30 per case, Polish glass 200 
sq. ft. 18 oz. was offered at $50, 
French 16-18 oz. stood at $25.50, Bel- 
gian 200 sq. ft. 18 oz. was offered at 
$56 and 400 sq. ft. 44 oz. stood at $450: 
per case. 


Paper 


Paper merchants have received a 
much-needed assurance from European 
manufacturers that there will be no 
further price cuts before next March, 
which will allow time to clear the ex- 
isting stocks. Losses have been estim- 
ated to run to over $6 million on the 
reductions in price. British cellulose 
was low in stock and the price of 36 x 
39 improved to $76 per ream with 
Cantonese buyers in the market. 
Strawboard (Dutch) showed lower 
prices, stocks being large, and a ship- 
ment of 1,000 tons being expected im- 
porters were anxious to clear for 
storage space: G8 fell from $380 per 
ton to $360 and $350, G10-G16 dropped 
from $360 to $340 and G20-40 was 
offered at $430, but buyers were not 
interested. 


Gunny Bags 


Until the clarification of their import 
regulations by the South African 
Government at the end of this month, 
merchants will be in doubt as to the 
position in regard to gunny bags. 
Meanwhile the markets in Formosa 
and Tientsin are being developed as 
fully as possible. Offers received quot- 
ed Rs.223 or the equivalent of HK$267 
per 100 bags of Heavy Cees for ship- 
ment September/October c.if. Tientsin, 
the highest offer being $280 per 100 
bags with immediate shipment from 
Calcutta; c.if. Keelung, Formosa, was 
$260 per 100 bags for gunny “A” twills. 
A later offer was Rs.195 per 100 bags 
c.f. Hongkong with transhipment to 
Tientsin for buyer’s account, or alter- 
natively cif. Tientsin direct from 
Calcutta at Rs.226; the uncertainty of 
shipments to Tientsin, however, made 
buyers shy of forward bookings. On 
the local market Heavy Cees fell to 
$2.85 per bag for spot and ex-ship was 
offered at $2.55 with no transactions; 
in Tientsin the price was reported at 
$3.90 to $4 per bag. 


Vegetable Oils & China Produce 


During the period July 26 to August 
25, larger deliveries of vegetable oil 
were made than during the previous 
period, this being due to the desire on 
the part of producers to get their stocks 
out of the way ‘before the advancing 
tide of war. The major portion or 
2,017 tons consisted of teaseed oil, 
tungoil coming next with 1,121 tons; 
other oils received were rapeseed oil, 
groundnut oil, bean oil, coconut oil, 
aniseed oil and cassia oil. An addition- 
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al supply of 1,000 tons of tungoil from 
Tientsin, from stocks in Shanghai 
taken over from the Nationalist Gov- 
ernment by the Communists, was ex- 
pected to arrive shortly. Offers in 
respect to tungoil have been received 
from New York at US 22 cents per lb. 
and from London. at 193/- per cwt., 
with negotiations continuing. Prices of 
tungoil (woodoil) improved somewhat, 
due to increased charges by suppliers, 
rising to $153 per picul and closing at 
$156 with export permit and $154 
without permit. Teaseed oil, 5% acid, 
rose by $5 to $170 per picul and closed 
at $172 with an anticipated further in- 


crease; supplies were from the West 
River, Kwangtung, those from the 
North River having ceased. Rapeseed 


oil remained steady at $116 per picul. 


A shipment of groundnut oil, best 
quality, arrived from Tientsin, but 
Formosan buyers who were in the 


market were not interested, some small 
transactions, however, in the second 
quality were transacted at $118 per 
picul; a supply arriving “also from 
Chefoo met with a favourable recep- 
tion at the reduced price of $124 per 
picul; Swatow Dragon brand sold for 
175, Flying Horse brand for $177 per 
picul and in small tins for $17 per tin. 
Singapore coconut oil improved, and 
North China buyers bought at $110 per 
picul, 


Aniseed oil sold for $685 per picul, 
but stocks running out no further 
transactions could take place. Tung- 
hing-cassia, whole, had a weak market, 
selling at $72 per picul; cassia lignea 
in packages sold at $51 per picul and 
in bundles at $53 per picul, an im- 
provement on the earlier prices; Indian 
buyers were in the market for the 
West River product, which fetched $54 
per picul in 60 catty packing; exporters 
to Europe were in the market for 84 
catty packing at $56 per picul. Owing 
to lack of demand, the price of cassia 
bud was further reduced and only a 
small turnover was effected at $70 per 
picul; no improvement was anticipated 
in the near future. 


Szechuen green ramie rose in price 
as a result of transportation difficulties 
and low stocks and was offered at $165 
per picul, but buyers were not inter- 
ested at this price; the West River, 
Kwangtung, ramie $167 per picul, 
when packed for export was offered at 
$178 per picul; white ramie from 
Kiangsi being estimated at $140 per 
picul on arrival, was offered at $152 
but buyers showed no interest. A lack 
of demand from Tientsin buyers, due 
to no immediate prospect of shipping 
facilities, caused the price of East 
River rosin to remain at $31 per picul, 
but even at this low price no_ sales 
were effected. 


Although overseas buyers were not 
in the market for feather, sellers held 
firm in their offers, expecting a short- 
age of supplies as a result of the civil 
war: GGS 85% stood at $360 per picul 
and NN 85% at $330; Haiphong second 
quality duck feathers were offered at 
$190. A substantial quantity of human 
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hair nets arrived anda lot of 1,000 gross 
was placed on the market at $16 per 
gross. 


The present is the season for the 
silk waste export trade, but contrary to 
previous years a lack of demand has 
caused a weak market, with buyers for 
Europe hanging back for lower prices 
and sellers finding it difficult to meet 
them. A. quantity of 100 piculs arrived 
by air from Chungking, the quality be- 
ing special B grade,—little better than 
the Kwangtung product: sellers’ offers 
were $260 and $300 per picul according 
to quality. As there was a quantity of 
over 1,000 bales of poor quality silk 
waste on the market, unsuitable for 
export, intending buyers insisted on 
inspection of the whole amount they 
desired to purchase before taking it up. 
Offers from Japan were at US 40 cents 
per lb. for the special B. grade; under 
the barter system, however, for Tenk- 
yohai No. 120 bright rayon silk at US 
66 cents, dealers calculated that at 
HK$4.80 per lb. with surrender of ex- 
change the transaction did not prove 
sufficiently profitable, and negotiations 
Over price were continuing. 


Ores 


Following the continued fall in prices 
quoted from New York for tungsten 
ore (wolfram), local prices also fell: at 
the beginning of the week the price 
stood at $250 per picul, dropping later 
to $245 and $235, but closing at $245 
though no transactions were recorded. 


As a result of the lifting of the im- 
port restrictions on tin ingots into the 
USA demands have improved, although 
they are not for the present being filled 
through Hongkong. To avoid the sur- 
render of exchange, exporters are 
sending the bulk of the metal to Macao 
for shipment to New York. The cif. 
New York price is US 92 cents per lb. 
for forward delivery, whereas the spot 
price in New York was only 95 cents, 
the fall being due to the lifting of the 
import restrictions; the better quality 
tin ingot from Malaya was offered at 
US$1.30 c.if. New York. The result of 
the transactions through Macao tends 
to deprive Hongkong of supplies: 99% 
Ho-Yuen, Kwangsi, tin ingots rose in 
price from $615 to $635 per picul with 
export permit, and Yunnan was offered 
at $630 with permit; cargo without ex- 
port permit did not interest buyers. 
China tin ingot for soldering 60% rose 
to $405 per picul and 50% to $350. 


Beans 


The delivery and expected arrival of 
around 40,000 bags of soya beans was 
expected to depress the market price 
of this commodity, however the de- 
mand was brisk and sales were made 
at an increased price of $41.20 per 
picul, although it was anticipated that 
there would be a fall to $40 in the near 
future. Expected arrivals of beancake 
were disposed of at $27.80 and $28 per 
picul for ex-ship delivery for first 
quality and $23 per picul for second 
quality. 
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Wheat Flour 


Three shipments of wheat fiour are 
expected in Hongkong from Australia, 
the indent prices being A£53.5/- per 
ton for 150 tons, A£49.10/- per ton 
for 500 tons and A£47.10/- of 1,000 
tons for October shipment. With large 
stocks on hand, prices on the market 
fell: White Greens brand sold at $21 
per 50-lb. bag, Pipe brand at $19.80, 
Saskania at $21, Chief at $20, Battle- 
ship at $20.40 and Sampan at $20.50, 
forward bookings ex-ship for delivery 
at the end of the month were at $19.20 
for Delta’s Queen brand. 


Sugar 

Uncertainty accompanies any trans- 
actions in regard to Formosa sugar 
since a fire in Takao which destroyed 
some 20,000 tons destined for export; 
it is doubtful whether any substantial 
orders can be dealt with before Jan- 
uary 1950 when the new crop can be 
allocated. Such offers as have been 
made from Formosa of granulated 
white sugar of either No. 24 or No. 21 
quality have been quoted at the low 
price of US$100/$105 f.o.b. Formosan 
port, but these stocks have been pro- 
cured from small farmers and growers 
and the quality may not be up to the 
required standard, consequently reli- 
able importers of Formosan granulated 
sugar hesitate to accept these offers 
and prefer to wait for next year’s sup- 
plies. The price for the guaranteed 
standard quality is around US$112 to 
$114 per metric ton f.o.b. 


Formosan sugar ex-godown Hong- 
kong sold at $46 per picul and water- 
damaged granulated sugar for export 
fetched $39 per picul, undamaged bags 
selling at $43.80. Locally made sugar 
candy fetched $58 per picul. A demand 
has been received in Hongkong from 
Rangoon for 1,500 tons of No. 21 For- 
mosan soft sugar, but stocks are not 
sufficient to supply this; the price quot- 
ed is US$112.50 per metric ton, but as 
payment is to be made in sterling from 
Rangoon negotiations are proceeding to 
clarify the question of exchange. 


Potatoes and Fruit 


_A recent arrival of 1,000 tons of 
Australian potatoes which cost $23 per 
picul, was sold at $15 per picul for the 
first 600 tons while an offer of $18 per 
picul was made for the remainder 
which the seller would not accept. 


Large arrivals of 3,453 cases of 
oranges and 5,750 boxes of grapes are 
expected from America; previously for- 
ward bookings were made for oranges 
of 252 counts at $43, but these are now 
raised to $48 with the approach of the 
mid-autumn festival when the demand 
for fruits is always great. 


Casings 

Shanghai sausage casings sold on the 
local market at $2,420 per picul, a fall 
of over $1,000 against last month’s 
highest price of $3,500 per picul. Indo- 
China casings were offered at $2,100 
per picul but had no sales. 
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Fertilizers in Taiwan 


By Peter Loh 


Market conditions in Taiwan:— Dur- 
ing the Japanese period of rule the 
farmers of Taiwan were supplied with 
chemical fertilizers by the Farmers’ 
Associations. Large quantities were 
made available and at a low price. 
This was possible under a system of 
subsidies from the Japanese Govern- 
ment, whose policy was to maintain a 
low price for fertilizers in order to keep 
the price of agricultural produce below 
the Japanese market rates. The con- 
sumption of fertilizers has been pro- 
gressively promoted and the statistics 
of imports into this Island followed a 
regular ascending curve which was 
reaching the highest tonnage in 1939, 
as follows: 


Sulphate of Ammonia 
and other Nitrogenous 
fertilizers 


165,000 tons 
. 450,000 ,, 
160,000 _,, 


Compound fertilizers 
Bean Cakes 


Since the Chinese Government re- 
covered the Island farmers, through 
their Associations, requested the newly 
imposed Government to supply them 
with chemical fertilizers and at a low 
price. Since the post-war world mar- 
ket price of fertilizers is much higher, 
subsidies from the Government must 
thus be increased proportionately. 
Neither the Central Authorities nor the 
Taiwan Provincial Government being 
able to meet such expenditures, less 
fertilizers were supplied by the Gov- 
ernment for distribution and_ sale 
through the Farmers’ Associations. 
During recent years, the following sup- 
plies were made available to farmers: 


In 1947, 135,000 tons of Nitrogenous 

3, 1948: 55,000: _,, ~ 

» 1948 40,000 ,, ee 

» 1949 43,000 ,, PA 

» 1949 40,000 ,, 

» 1949 40,000 ,, 7 
Those fertilizers were mainly im- 


ported from the following countries: 
USA, Canada, Belgium, Italy, and 
Russia. 


Imports during recent years_are far 
below the pre-war level. But the need 
of the farmers for large quantities of 
chemical fertilizers is still there. At 
each fertilizer application season, far- 
mers are promised by the Government 
that a certain amount of tonnage is be- 
ing prepared and farmers are then ex- 
pecting the cargo, whose arrival is in- 
dispensable to keep their fields in good 
productivity. But in receiving even- 
tually only a small and insufficient sup- 
ply, farmers in order to save their 
crops, are compelled to buy hurriedly 
any kind of fertilizer which is avail- 
able from dealers, and of course, at 
a very high price. When such late de- 
mand by farmers enters the market, a 
big jump in the price of fertilizers is 
recorded. 


Opportunity for Manufacturers to m- 
troduce their Brands:—All the fertili- 
zers used by Taiwan farmers were sup- 
plied in the past entirely by their As- 
sociations through the help of Govern- 
ment. There are practically no trans- 
actions in chemical fertilizers through 
regular commercial channels, and there 
is no specific brand known or advertis- 
ed particularly to the farmers. With 
the present political and economic 
crisis, the Government of Taiwan will 
have less opportunity and interest to 
purchase and distribute fertilizers and 
thus the shortage of fertilizers will be- 
come more acute. Under such circum- 
stances, it is natural that the demand 
for fertilizers through dealers will grow 
rapidly. An expanding market can be 
expected. Therefore now appears to 
be the right and opportune time for 
overseas manufacturers to investigate 
the market of Taiwan. 


At present, farmers in Taiwan are 
not yet generally accustomed to buying 
trom dealers. There are no dealers in 
fertilizers such as exist in Amoy, 
Swatow or Canton, who are ready to 
place orders with the manufacturers. 
The entire commercial sales organisa- 
tion in Taiwan must be completely 
created. Manufacturers must establish 
branch offices in Taiwan or appoint a 
commercial firm as their agent to push 
the business. Such a task involves 
some investment. Meanwhile, in view 
of the reaching the farmers, several 
subdealers should be established in the 
main consuming areas and put under 
the control of a central organisation to 
be set up in Taipeh, capital of Taiwan. 


fertilizers through UNRRA. 
Gy 3 Chinese Government. 
as Taiwan Sugar Corporation. 


s Taiwan Provincial Government. 
3 Taiwan Sugar Corporation. 


The objectives of such a commercial 
organisation should be: (a)—to create a 
net-work of ‘dealers, (b)—to negotiate 
with the local Authorities for the im- 
port of cargo. Investment would en- 
tail the carrying of stocks, financing of 
subdealers, and advertising the brand. 
For the start, there will be only pros- 
pects to interest farmers to buy cargo 
ex-stock through a subdealer, but later 
on as the market develops, main deal- 
ers will place orders for shipment from 
abroad. The foregoing is a general 
outline of the possible development of 
a chemical fertilizer market in Taiwan. 
Many other points and technical prob- 
lems such as: import licenses, exchange, 
storage, transportation etc. have to be 
studied and discussed before taking 
steps. 
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Report from Malaya 


Rubber 

Ocean shipments of rubber, includ- 
ing latex, concentrated latex and 
revertex, from Singapore and _ the 


Federation of Malaya during July came 
to a total of 73,417 long tons, of which 
41,287 was shipped from Singapore 
and 32,130 from Federation ports, i.e., 
17,961 tons from Penang, 12,914 from 
Port Swettenham and 1,255 from 
Malacca; sheet & crepe formed the 
bulk of the cargoes or 69,517 tons. For 
the first seven months of the year ex- 
ports of rubber amounted to 522,596 
long tons, 282,952 tons being despatch - 
ed from Singapore and 239,644 t. from 
Federation ports. The July figure of 
73,417 tons shows an increase of 26.6% 
over June (57,975 t.) and of 141% 
over May (64,323 t.), though still below 
the earlier months of 1949. The cumu- 
lative amount of 522,696 t. is below 
that for January/July 1948 560,540 t. 
and also that for the same period in 
1947 534,185 t. 


Of these exports the United States 
took 21.1% or 15,499 tons, making a 
total of 151,703 t. for the first seven 
months of the year, Great Britain came 
next with 19.9% or 14,649 t. (90,678 t. 
January/July), and the U.S.S.R. third 
with 13.7% or 10,077 t. (45,191 t. Jan- 
uary/July); other countries follow with. 
the quantities shown: France 7,477 t. 
(37,450 t. Jan./July), the Netherlands 
3,865 t. (23,523 t.), Australia 2,914 t. 
(12,723 t.), Canada 2,871 t. (17,541 t.), 
Sweden 2,306 t. (9,783 t.), Italy 1,937 1. 
(16,867 t.), Hongkong 1,880 t. (7,185 
t.), Poland 1,723 t. (3,549 t.), Germany 
1,308 t. (36,048 t.), Spain 1,500 t. (2,617 
t.), South Africa 911 t. (11,211 t.), Bel- 
gium 865 t. (6,047 t.), Argentine 545 t. 
(4,480 t.), New Zealand 524 t. (1,396 t.), 
Finland 484 t. (1,626 t.), Czechoslovakia 
450 t. (3,253 t.), Denmark 412 t. (2,894 
t.), Mexico 303 t. (3,420 t.), Japan 298 
t. (13,415 t.), Turkey 150 t.. (2,055 t.), 
Norway 140 t. (1,967 t.), Roumania 99 
t. (374 t.) 


Tin 


Exports of tin metal (primary) from 
the Federation of Malaya and Singa- 
pore for July, totalled 4,617 long tons, 
an increase of 59.7% over June (2,891 
t.) and of 159% over May (1,777 t.). 
The cumulative figures for the first 
seven months of 1949 amounted to 
30,648 t., which is above the amounts 
for 1948 27,290 t. and 1947 27,290 t. 
The bulk of the tin exports went to 
the USA 4,000 tons. 


Soap 
According to figures issued by the 
Registrar of Malayan Statistics, the 


total quantity of soap manufactured in 
Malaya during July was 37,882 ewts., 
namely 26,053 cwts. in Singapore and 
11,829 cwts. in the Federation, of the 
latter 8,438 cwts. was produced in 
Penang; the total quantity sold was 
20,658 cwts., 12,087 cwts. in Singapore 
and 8,571 cwts. in the Federation (5,163 
ewts. in Penang); total stocks at the 
end of the month stood at 19,984 ewts., 
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Japanese Economic Reports 


Trade Agreements 


Japan has concluded, through SCAP, 
further trade agreements with Latin 
American countries. Interim trade and 
financial arrangements have been con- 
cluded with Argentina, Brazil, Chile, 
Mexico, Peru and Uruguay; letters of 
understanding were exchanged with 
Colombia and Venezuela. Under the 
present arrangements, it is understood 
that a reasonable potential exists in 


15,032 cwts. in Singapore and 4,952 in 
the Federation (3,615 in Penang).. 

Imports of soap into Singapore and 
the Federation during June amounted 
to 8,658 cwts. of washing soap, (the 
cumulative figure for the half-year 
being 35,514 cwts.), 325,908 Ibs. of toi- 
let soap (1,170,404 lbs.), and 57,045 Ibs. 
of other kinds of soap (306,939 Ilbs.). 
Imports came mainly from the United 
Kingdom with 8,658 cwts. Washing soap 
(Jan./June 32,857 cwts.), 285,481 lbs. 
toilet soap (1,039,046 lbs.) and 57,045 
Ibs. of other kinds of soap (292,194 
lIbs.); Australia came next with 19,661 
Ibs. toilet soap (85,653 lbs.), followed 
by the Union of India with 15,669 lbs. 
toilet soap (27,160 lbs.), Hongkong 
4,995 lbs. toilet soap (18,273 lbs.), and 
France 102 lbs. toilet soap (272 lbs.). 

Exports of soap from Singapore and 
the Federation to other countries dur- 
ing June were washing soap 24,613 
ewts. (Jan./June 90,598 cwts.), toilet 
soap 17,361 lbs. (35,971 lbs.), other 
kinds of soap 4,376 lbs. (32,128 Ibs.). 
The bulk of the soap exports went to 
Hongkong, namely, 12,061 cwts. wash- 
ing (45,425 cwts.) and 12,995 lbs. toilet 
(14,928 lbs.), Sumatra came next with 
washing 6,772 cwts. (15,130 cwts.) and 
toilet 4,171 lbs. (18,123 Ibs.), North 
Borneo took washing 245 cwts. (1,689 
ewts.) and other kinds 535 lbs. (983 
Burma took washing 1,696 cwts. (3,960 
ewts.) and toilet 50 Ibs. (147 lbs.) Iran 
had washing 1,071 cwt. (1,599 cwts.), 
Sarawak had washing 290 cwts. (2,193 
ewts.) and othed kinds 535 Ibs. (983 
Ibs.), Arabia had washing 543 cwts. 
(4,858 cwts.), Rhiow & Lingga took 
washing 384 cwts. (1,839 cwts.), toilet 
136 lbs. (264 Ibs.) and other kinds 72 
lbs. (512 lbs.), Pakistan took washing 
105 cwts. (1469 cwts.). 


Cargoes Discharged & Loaded 

The monthly return of the Registrar 
of Statistics for the Federation of 
Malaya shows that during June 158,940 
freight tons of cargo were discharged 
and loaded at ports in the Federation, 
making a total of 1,012,682 tons for the 
half-year: 101,024 tons were discharged 
& loaded at Penang, 42,852 t. at Port 
Swettenham, 7,749 at Malacca,’ 7,290 t. 
at Teluk Anson and 25 t. at Port Dick- 
son. To break down the figures 
further, 91,634 t. were discharged and 
44,644 t. loaded of general cargo (Jan./ 
June 555,944 t. and 295,549 t. respec- 
tively), 50 t. discharged and 39 t. load- 
ed of coal (413 t. and 126 t.), and 20,674 
t. discharged and 1,899 t. loaded of oil- 
in-bulk (152,972 t. and 7,678 t.). 


the “ensuing 15 months for the export 
of approximately US$100,000,000 worth 
of Japanese goods to Latin America. 

These Latin American countrizs are 
interested in purchasing Japanesa roll- 
ing-stock and equipment, heavy and 
light machinery, farm machinery and 
implements, metal products, textiles, 
chemicals, communications and elec- 
trical equipment. Major commodities 
available from these countries in re- 
turn include wool, cotton, sugar, salt, 
metals and ores, coal, hides and skins 
and other materials. 


In view of the fact that trade with 
these countries since before the war 
has not been sizable, the SCAP mission 
achieved an unexpectedly good result 
in effecting such trade arrangements. 
Japan’s foreign trade prospects are 
promising judging from the successive 
trade agreements which Japan has 
concluded or is about to conclude. Re- 
cently, Japan reached a trade agree- 
ment with Belgium covering a one- 
year period from June, 1949 to May, 
1950, and providing for barter trade 
with Belgium, Belgian Congo, Luxem- 
burg. This agreement is considered 
important as Belgian Congo, of all 
Belgian destinations, demands about 
100,000,000 sq. yards of Japanese 
fabrics annually. A Japanese-German 
trade agreement is about to be con- 
cluded providing for $10,000,000 worth 
of trade for both sides, with Japan 
supplying silk, unprocessed textile pro- 
ducts, copper, lead, tungsten, fish oil, 
tinned goods and_ textile machines in 
exchange for German fertilizers, dyes, 
machinery parts, experimental equip- 
ment and test tools. A trade arrange- 
ment with Pakistan, concluded at 
Karachi on April 80, provides for the 
exchange of $30,000,000 worth of goods, 
with Japan exporting cotton fabrics and 
machinery and importing raw cotton 
and wool from Pakistan. Japan’s trade 
agreement with South Korea was sign- 
ed on April 22. Although the amount of 
trade was not officially announced, it was 
reported that the arrangement called for 
Japan’s exports worth $40,000,000 and 
imports worth $20,000,000 with the 
balance to be paid out of the HICA fund. 
A $23,000,000 trade arrangement with 
Burma was concluded early this year. 
The Japanese-Netherlands-Dutch In- 
dies trade agreement concluded on De- 
cember 31, 1948, covers a one-year 
period from October, 1948, to Septem- 
ber, 1949. While the trade volume be- 
tween Japan and the Netherlands, as 


provided in the agreement, is com- 
paratively small (Japan’s exports 
amounting to $500,000 and imports 


$600,000), trade with the Dutch Indies 
involves $63,000,000 exports from 
Japan and $23,650.000 imports from 
the Dutch Indies, with Japan’s export 
excess to be covered out of the HCA 
fund. Major exports from Japan in- 
clude textile goods (worth $55,000,000), 
machinery, metal goods and sundries, 
while imports from Dutch sources com- 
prise rubber, bauxite, sugar, salt and 
oil. The Japanese-Swedish trade agree- 
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ment signed on (November 2, 1948, 
calls for Japan’s exports worth $5,319,- 
500 and imports worth $6,069,500. 
Another trade arrangement with Thai- 
land (concluded on December 15, 1948) 
totals $30,000,000 in both exports and 
imports. 

Despite bright trade prospects uner 
these trade agreements, the problem 
still remains as to how Japan may be 
able to reduce her import excess in 
trade with the United States. In trade 
with the countries with which arrange- 
ments have been made in the past, ex- 
ports and imports may be balanced 
only with Germany, Pakistan, Burma 
and Thailand. Japan has to accept a 
small import excess in trade with the 
Netherlands and Sweden, and her ex- 
port excess can be registered only in 
trade with South Korea and the Dutch 
Indies. Such an export excess amounts 
to only $59,000,000, far too small to 
cover Japan’s import excess with the 
United States. 


Rising Deposits in Banks 

Deposits in Japanese banks continued. 
to make a fair showing in June. Postal 
savings, bank deposits and receipts by 
mutual financing associations in unison 
increased. Noteworthy is the fact that 
long-term deposits such as time de- 
posits made particular headway. Up to 
the first half of 1948, such long-term 
deposits accounted for 7-8 per cent of 
bank deposits, ag short-term deposits 
predominated. From the latter half of 
1948, long-term deposits began to spurt 
up and came to account for nearly 20 
per cent of total bank deposits in recent 
months. While the steady advance of 
long-term deposits is partly attributable 
to various premium attractions, such 
as special lottery prizes, major credit 
should be given the steady movement 
of the public appetite from commodities 
to cash parallel with the gradual 
stabilisation of prices. Equally worthy 
of note is a marked hike of small de- 
posits by lower-bracket clients, as in- 
dicated by the steady gains of postal 
savings and deposits of mutual financing 
associations. The encouraging tone of 
deposit increases in the face of the pre- 
vailing monetary stringency is partly 
due to the apparent flow of hoarded 
cash holdings to banks and other mone- 
tary organs as well as to increasing 
signs of deflation under the Dodge 
financial program with the consequent 
absence of proper objects for invest- 
ment. 

Increasing deposits naturally re- 
plenished cash holdings of banks and 
enabled them to buy debentures and 
repay their debts from the Bank of 
Japan. Such a_ situation, however, 
began to change from July, as Joans by 
the Bank of Japan, on a steady de- 
crease for several months, started to in- 
crease. Bank of Japan loans as on July 
20 stood at Y77,000 million, registering 
a hike of about Y24,000 million from 
what they were on June 20, indicative 
of the tightened cash stringency on the 
part of city banks and the consequent 
dependence on loans from the Bank of 
Japan. Loans which city banks were 
forced to supply for tax payments 
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rather than as industrial funds were re- 
‘sponsible for the accentuated money 
shortage among city banks despite ris- 
ing deposits. 


Increasing tax collections forced the 
Bank of Japan note issue to dip below 
the Y290,000 million mark on July 18. 
On the other hand, Government pay- 
ments failed to make a corresponding 
progress. Hence, Government deposits 
with the Bank of Japan topped Y45,300 
million on July 20, gaining by more 
than Y12,000 million as compared with 
a month ago. To cope with the situa- 
tion, the Bank of Japan is now plan- 
ning to transfer about Y10,000 million 
out of such Government deposits to 
city banks as “specified deposits.” 


Shipbullding Business 


The shipbuilding industry is about to 
make big strides because 40 ships for 
domestic use, in addition to those now 
under construction for export purpose, 
will be constructed in accordance with 
the fifth postwar schedule. The biggest 
‘boom since the war’s end should now 
come for leading shipyards. 


Since the Surrender, Japanese ship- 
yards, pursuant to SCAIP authorisation, 
have already accomplished four build- 
ing programs through the medium of 
the Sempaku Kodan (Shipbuilding Cor- 
poration) which took over matters per- 
taining to shipping from the Sangyo 
Setsubi Eidan (a wartime corporation 
for management of industrial facili- 
ties). Ships have thus far been ordered 
at the joint responsibilities of ship- 
owners and the Shipbuilding Corpora- 
tion. Of the total funds required for 
shipbuilding, 70 per cent was raised by 
the Corporation (mainly borrowed from 
the Reconstruction Finance Bank) and 
30 per cent by shipowners. Such a 
system as the Shipping Corporation for 
contro] and governmental aid was in- 
dispensable for some time after the 
war’s end because shipowners had suf- 
fered damages and they could not raise 


necessary funds for postwar re- 
construction. 
With the drastic reduction of the 


1949-50 national budget, the Shipbuili- 
ing Corporation now has to wind yp its 
control business ‘because the Recons- 
truction Finance Bank has practically 
suspended its lending operations. 
About Y7 billion will be earmarke] 
for shipbuilding out of the United 
Aid Counterpart Fund, although a 
final decision is still pending,  parti- 
cularly about the rate of interest. Both 
shipowners and builders are calling for 
a low interest rate on the ground that 
the shipping business assumes im- 
portant international implications. 
Finance Ministry authorities appear 
inclined to fix the interest rate at i0 
percent for al] industries without any 
discrimination, 


‘As to the fifth building program, 
tenders will not be invited as the Shin- 
building Corporation has nothing to do 
‘with it. Orders will be made through 
direct negotiations between owners and 
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builders, thereby creating conditions 
for free competition. Necessary proce- 
dures on the part of Japanese authori- 
ties, shipowners and shipyards will pro- 
bably be completed within Amgust, ani 
it will be toward the end of September 
that shipowners’ construction plans will 
come in for SCAP authorisation. 


Athough details of the fifth program 
have not yet been made public, about 40 
ships, with a tonnage of 240,000-250,000 
(each 6,000 gross tons on the average), 
will be built in accordance with the fol- 
lowing schedule: 10 ships by Mit- 
subishi Heavy Industries, 5 by Kawa- 
saki Heavy Industries, 4 by Mitsui 
Shipbuilding, 4 by  Harima_ Ship- 
building, 3 by Uraga Dock, 5 by 
Hitachi Shipbuilding, 2 by Ishikawa- 
jima Heavy Industries, 1 by Nippon 
Steel Tube, 1 by Kawanami Industry, 
1 by Fujinagata Shipbuilding, 1 by 
Hakodate Dock and 1 by Nagoya Ship- 
building. 


Assuming that the building cost per 
gross ton is Y70,000, the total fund re- 
quired would be Y15—16 billion. If 
Y7 billion is to come from the U.S. Aid 
Counterpart Fund, about one half or 
Y7-8 billion would have to be raised 
through the medium of city banks. 


Shipbuilding will be concentrated in 
leading companies, formerly affiliated 
with Zaibatsu interests, because large 
craft comprise the bulk of the fifth 
building schedyle. This will affect 
medium and small scale shipyards, the 
main business of which has long been 
repair work in most cases. Even in the 
case of some leading companies which 
operate severa] yards, building work 
will hereafter be concentrated in effi- 
cient plants to the extent that high cost 
yards will have to be closed. Such an 
adjustment will be inevitable in con- 
nection with the execution of the fifth 
building program 


Outlook for Business 


The Japanese business situation will 
be affected from now on by two ele- 
ments: one is the overseas economic 
trend which will be reflected in the 
volume of foreign trade carried out on 
the Y360 to the dollar exchange rate, 
and the other is the direction towards 
which the current recession may move 
—whether or not the worsening of the 
business slump will touch off a vicious 
circle by necessitating further read- 
jJustments in industry. This latter 
problem is largely dependent upon the 
economic policies the Government 
chooses to follow in the future. 


The two elements are correlated. If 
conditions improve overseas, it should 
be possible to forestall any domestic 
economic crisis. Conversely, if there 
1s any worsening of conditions abroad, 
even the most drastic anti-depression 
measure would be of little avail. An- 
other thing to which thought must be 
given is _ time. Granted conditions 
abroad will show improvement, unless 
such improvement is seen without too 
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much delay, it will be of little use in 
preventing the aggravation of the de~ 
pression in Japan. 


As for business conditions overseas 
and particularly in the United States, 
the recent halting of the downtrend 
cannot be overlooked. The end of the 
decline is in sight and the depression 
will not last out this year. The worst 
had been passed by some _ industries, 
and although difficulties may yet be 
encountered in the immediate future, 
the outlook for 1950 is definitely not 
that of a depression. Something prob- 
ably will be done about Anglo-Ameri- 
can economic relations this coming au- 
tumn. Whether this will entail de- 
valuation of sterling or a world-wide 
revision of gold prices is beyond con- 
jecture. However, in any case, it is 
likely that a world-wide economic re- 
adjustment will be attempted before 
the year’s end. It appears probable 
that not only in the United States but 
also in Britain the recession is about 
to end before the year is out and that 
the outlook for next spring is brighter. 
There is hope that by this time next 
year at the latest a world economic re- 
covery will have been started. 


If this turn for the better material- 
izes, Japan’s economy is bound to 
benefit. Her export trade has been 
poor since May; and although there 
was some increase in contracts in July, 
the overall amount still fell short of 
$40 million. At this rate a total export 
volume of some $500 million for the 
year would be about the most that 
could be expected. However, if world 
conditions improve, this _ situation 
should soon be rectified. Time, how- 
ever, remains the crucial issue. If it 
actually turns out that real world- 
wide recovery must wait until next 
next year to get under way, it follows 
that Japan’s foreign trade will not im- - 
prove substantially until that time. 
This means a delay of more than six 
months; and whether Japan’s economy 
can last this period romains to be seen. 


* * a 


The Japanese Bicycle Industry 


Japan’s bicycle industry occupied a 
dominant place among the export lines 
of the country before the war. It was 


at its height of prosperity in 1937, 
when production reached 2,200,000 
units a year and exports, amounting 


to Y29,000,000, topped the list of ma- 
chine exports of the country. 


For nearly three years after the ter- 
mination of the war bicycle exports 
were at a low ebb. This was attribut- 
able to the following: 


1. Countries that had imported 
bicycles before the war enforced re- 
strictions on imports for the sake of 
their postwar industrial recoveries. 


2. The bicycle industry was beset 
with many postwar difficulties. 

3. It became difficult to do business 
with countries outside the dollar areas, 

4. Difficult questions relating to 
prices and freight arose. 


1949 


There are still many countries in the 
world, especially in Southeast Asia, 
where the bicycle is a necessity. De- 
mand for bikes began to rise in these 
countries to meet a shortage caused 
by the stoppage of imports during the 
war. Such rising demand caused these 
countries to alleviate import controls 
and in the latter half of 1948 foreign 
orders for Japanese bicycles began to 
increase sharply. The bicycle industry 
of Japan hopes that its exports will 
increase markedly in the current year. 


Britain exported some 1,500,000 bikes 
in 1948. This was nearly twice the 
highest prewar record of that country. 
In the light of the British export 
achievement it can be said that the 
key to the promotion of Japanese bicy- 
cle industry lies in the questions of 
quality and prices, especially the latter. 

Japan lacks natural resources. This 
decisive fact gives a clear answer to 
the question of how to promote the 
bike export of the country. With the 
exception of raw silk, tea, bamboo and 
some few others, Japan has to import 
raw materials for’its industry, Ac- 
cordingly, Japanese export industry 
rests in selling its techniques, so to 
speak. 


Japanese export industry relies chief- 
ly on the following three requirements: 


1. To sell its special techniques. 


2. To sell its products turned out 
through utilization of special facilities. 


3. To sell its products at low prices 
by turning out in large quantities 
through expansion and mechanization 
of production facilities. 


Since Japan has to import raw mate- 
rials, there are two other important re- 
quirements, namely, (a) raw materials 
that are obtainable without much diffi- 
culty, and (b) prospects for the sale of 
its products should be promising and 
its export commodities be non-durable 
goods. 


The bicycle industry meet these re- 
quirements. Japan’s bicycle industry 
reached world standard in techniques 
and facilities before the war. Except- 
ing a few secondary items, materials 
required for bike production are obtain- 
able in the country. The industry ac- 
cordingly is one of the most promising 
export industries of the country. 


Reduction in production costs will be 
possible only when the industry adopts 
methods to turn out large quantities. 
In the past it was in this stage. Today 
it is not in position to demonstrate its 
efficiency on account of various restric- 
tions, principally (1) shortages of 
materials, (2) difficulties in obtain- 
ing materials of desired quality and 
(3) differences in gauge between pro- 
ducts for export and commodities for 
home consumption. 


At a time like the present, when no 
plan to turn out products in large 
quantities can be enforced without risk 
unless makers have materials enough 
for three months’ production at least, 
in addition to one month’s_ running 
stock, expenses required for collecting 
materials heavily affect costs, along 
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with changes that are often necessary 
in the production plan of a plant due 


to the exhaustion of some _ inventory 
itenis. 
In order to employ the production 


power of a plant to its fullest extent 
it is necessary to obtain those materials 
whose quality is suitable for bicycles. 
However, as such required materials 
are not obtainable at present, special 
machines. for turning out products in 
large quantities stand idle in plants, 
with the result that such secondary 
processes as rolling and quality adjust- 
ments are necessary. These contri- 
bute to the rise in costs. It can be said 
that the settlement of this question 
alone will cut down the present cost by 
some 30 per cent. 


Another important factor in the high 
cost of bicycle production is the differ- 
ence in gauge between products for 
home consumption and those for ex- 
port. The differences impose a heavy 
burden on makers in respect to opera- 
tion funds. 


Many wartime heavy industry plants 
have been converted to bicycle fac- 
tories since 1945. As a result, the bicy- 
cle industry, which was affected only 
slightly by war damage, has doubled 
its 1937 number of workers. Like the 
watch-making industry of Switzerland, 
the bicycle industry hopes to become 
the largest export industry of Japan. 


PRINCIPAL FACTORIES 


Nichibei Company 

The Nichibei Company  (Nichibei 
Shokai) is a leading exporter and 
manufacturer of bicycles and parts in 
Japan. It was established by the late 
Kyujiro Okazaki in 1898. The com- 
pany first became the general agent in 
the Far East of a British bicycle com- 
pany and did much towards populariz- 
ing bicycles. The company established 
its subsidiary, the Japan Bicycle Com- 
pany, in 1906 for the purpose of manu- 
facturing bicycles. In 1925 the com- 
pany changed the name of Larger 
bicycle, to the Fuji brand bicycle. With 
the expansion of its business Nichibei 
replaced the Japan Bicycle Company 
by the Japan Machine Industry Com- 
pany, which now is one of the three 
major manufacturers of bicycles in this 
country. 

The bicycle parts the Japan Machine 
Industry Company produced before the 
war included such items as_ frames, 
hubs. coasterhubs, brakes, pedals and 


chains. The bicycles and parts the 
company produced won _ reputation 
abroad because of quality and low 
price. 


Mr. Katsuo Okazaki, the present pre- 
sident of Nichibei Shokai, is a member 
of the House of Representatives. After 
the termination of hostilities he be- 
came parliamentary vice minister for 
foreign affairs. He is the chairman of 
the foreign affairs committee of the 
Lower House. 


Miyata Works 

The Miyata Works is the pioneer of 
the bicycle industry of Japan. Mr. 
Toshio Miyata is the third president of 
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the company. Before the war the 
“Miyata” brand bicycle was exported 
to almost all the markets in the Far 


East as well as to the Western hemis- 
phere and topped the list of Japan’s 
exports of bicycles. After the termina- 
tion of hostilities the product of the 
Miyata Works occupies 65 per cent of 


the exportation of bicycles of this 
country. 

Maruishi Company 

The Maruishi Company (Maruishi 


Shokai), which ranks with the Nichibei 
Company as an exporter, is well known 
as exporter of bicycles, tires, tubes 
and other bike parts not only in Japan 
but also in southeast Asia. The Ishi- 
kawa Company the predecessor of the 
present Maruishi Company, was estab- 
lished in Osaka in 1898 and imported 
from England bicycles of British make 
such as Raleigh and B.S.A. cycles. In 
later years the company imported from 
the United States the diamond chains 
and it did much towards meeting the 
home demand for bicycles in the past. 
In 1906 the Ishikawa Company was 
replaced by the present Maruishi Com-- 
pany. The new company continued 
the import business until 1928 when it 
commenced to export bicycle parts that 
were chiefly exported to India, the 
Netherlands East Indies and Africa. 
The company opened a branch office in 
Batavia in 1933 when its exports reach- 
ed the highest stage of prosperity. The 
company then expanded its exporting 
business to Africa and Argentina. 


Okamoto Industry 


The Okamoto Industry Company 
(Okamoto Kogyo Kabushiki Kaisha) is 
one of the so-called big three of the 
Japanese bicycle industry. The com- 
pany was established by Mr. Matsuzo 
Okamoto as his private enterprise in 
1898 and it began to manufacture 
bicycles in about 1903. For the past 45 
years the company has manufactured 
bicycles. After the end of the war the 
company was the first in this country to 
produce duralumin bicycles. The 
manufacture of light alloy bicycle was 
contemplated by the company to make 
good the’ shortage of steel materia! 
after the end of the war. Okamoto’s 
duralumin bicycles are highly recom- 
mended by the Japanese authorities for 
export because of lightness, beautiful 
appearance and solidity. 


Nittei Industry 


The Nittei Industry Company (Nittei 
Kogyo Kabushiki Kaisha) was estab- 
lished by Mr. Umekichi Yamada, pre- 
sident of the company, under the name 
of the Yamaume Bicycle Works in 1915. 
Yamaume owned plants that turned 
out excellent frames. The products 
of Yamaume exceeded other makers 
both in quality and quantity. Before 
the war Yamaume Company collabor- 
ated with the Mitsui Trading Company 
and exported the Meyamu brand bicy- 
cle. Its prewar production capacity 
was 11,000 a year. With the expansion 
of its business the Yamaume Bicycle 
Works was replaced by the Nittei In- 
dustry Company in 1939. 


350 


Y 


FAR EASTERN ECONOMIC REVIEW 


Reports from the Philippines 


Mining @ Mining Problems 
The breakdown of 1940 production of 


Gold and other Metals Output was ‘as 
follows:— 


Mineral Quantity Value 
Pesos 

GOldF re cae 1,100,262 oz. 76,834,425 
Silver .oss 1,407,871 oz. 1,989,365 
Copper 

concentrates 7,957 tons 3,338,635 
Copper ore .. 29,874 ,, 954,905 
Chrome ore .. 186,002 ,, 2,612,192 
Iron ore .... 1,236,206 ,, 5,564,992 
Lead 

concentrates L058; 118,008 
Manganese ore 52,166 ,, 1,420,389 
General total .. — 92,832,911 


Fifty mining companies, including 2 
copper produces and 5 placer mines 
produced the gold and silver, while 7 
chromite companies produced the 
chrome, 16 gold mining companies in- 
cluding the Lepanto Consolidated Min- 
ing Company produced copper concen- 
trates, 2 produced copper ore, 4 pro- 
duced iron ore, and 6 produced lead 
concentrates. There is no silver mine 
in the Philippines; silver is produced as 
a by-product in mining gold. 


Out of the 79 operating mines, 25 dis- 
tributed Pesos 18,335,215 in dividends to 
their stockholders. In contrast to the 
other major industries of the Philip- 
pines, the capital of which is owned by 
a few rich individuals or groups of in- 
dividuals, the capital stock of the min- 
ing companies which is divided into 
millions of low value certificates, is 
owned by thousands of stockholders of 
different economic standing. With the 
exception of some foreigners, the stock- 
holders are scattered all over the 
Philippines. 

The mining industry directly employ- 
ed 42,931 workers in 1940 to whom a 
total of P21,984,914 was paid in wages. 
Among all industries, mining paid the 
highest wages to labourers, and housing 
facilities in the mining camps were 
better than in any other industry. 

The mining industry paid P7,447,615 
in taxes to the Government in 1940, 
spent P36,660,647 for materials and sup- 
plies exclusive of lumber, and consumed 
228,746,462 K.W.H. of power. The in- 
dustry consumed 84,267,609 board feet 
of lumber, valued at P4,866,162. It was 
generally believed, although there are 
no available figures to prove it, that the 
1941 production of the mining industry 
had actually passed the P100,000,000- 
mark, 

In 1948, the Mineral Production in 
the Philippines was as follows:— 


‘Mineral Quantity Value 
Pesos 
(Oly See saamadé — 14,617,456 
Chrome ore ... 256,853 tons 5,251,801 
Copper 
concentrates 5,704 ,, 1,965,500 
Manganesé ore 25,565 ,, 751,853 
Tron (OL6es ' si aes 18,289 ,, 252,000 
Grand Total ... —_— 22,838,247 


The production of the whole mining 
industry for 1948 was only 24.6% of the 
production for 1940 and possibly about 
20% of the production for 1941. About 
80% of the industry has not yet been 
rehabilitated. Comparing the produc- 
tion for 1948 with the production for 
1940, mineral by mineral, with the ex- 
ception of lead concentrates and iron. 
the base-metal mines are on their 
way to rehabilitation, whereas gold 
mines are lagging behind. Gold pro- 
duction for 1940 with the by-product, 
silver, amounted to P78,823,790 where- 
as the production for 1948 was P14.- 
617,456 only, or about 18.54% of the 


former. Most of the mines which have 
not yet been rehabilitated are gold 
mines. 


Problems of the goldmining industry 
in the Philippines are similar to the 
problems of the same industry all over 
the world. Whereas the costs of 
labour, machinery, supplies and mate- 
rials have soared to two or three times 
the cost before the war, the price of 
gold has remained pegged at US$35 a 
troy ounce, the price fixed for the 
metal in 1934. Asa result, the op«ra- 
tion of a gold mine precludes the mak- 
ing of any profit, the only incentive 
behind private enterprise. Gold min- 
ing operation can only be carried on 
under any of the following conditions: 


1. Where some profit is made in 
spite of the high cost of production due 
to the unusual richness of the ore. 2. 
Where some form of subsidy or aid is 
extended to the industry by a govern- 
ment. 3. Where due to lack of gov- 
ernment restrictions a free open mar- 
ket in gold is permitted. 


Most of the gold mines in the Philip- 
pines are of the marginal or low-grade 
type, and with the exception of one 
gold mine among those already in 
operation, none will be able to con- 
tinue operation if the producers are 
required to sell their gold at 70 pesos 
a troy ounce. Due to the high cost of 
production, even the one _ productive 
mine will be compelled to leave much 
of its low-grade ore underground, so 
its reserve of high-grade ore may 
easily be exhausted. 


The Republic of the Philippines be- 
ing party to the International Mone- 
tary Fund greement cannot ignore 
the present official price ruling. How- 
ever, the Government through appro- 
priate official channels may do what 
has been done by the governments of 
gold-producing countries such as 
Canada, South Africa, Western Aus- 
tralia, the Belgian Congo, and other 
gold-producing countries to assist in 
the rehabilitation of the mining indus- 
try through a system of subsidy to the 
mines. 


Exports in June 


Exports for the month of June carried 
by 92 vessels amounted to 198,180 tons. 
This figure is considerably in excess of 
the amount of cargo carried during the 
same month last year, it is 50,413 tons 
less than the amount listed during the 
preceding month of May. 
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commodities showed a falling 
off from last month, principally copra, 
scrap metal, ores, and sugar. This can 
be attributed to the drop in the copra 
market, the ban on the export of scrap 
metal, less demand for certain ores, and 
the tapering off of the sugar season. 


Most 


Exports for the month of June this 
year, as compared with exports for June 
last year, are as follows: 


1949 1948 

Alcohol 40 tons — 
Beer VAT’ «55 _ 
Coconut, 

desiccated 9,007 ,, 6,498 tons 
Coconut oil Si SSLes, 2,508). 3 
Concentrates, 

copper 2,361 ,, LOM “3 
Concentrates, 

gold 559i, MOo a4 

lead 135: — » 
Copra 34,748 ,, 49,490 ,, 
Copra cake, 

meal 7,084 ,, 3;8132 5 
Embroideries 146 ,, 120 es 
Empty cylinders 301 _,, PAGE 
Fruits, fresh 11s 62;; 
Furniture, 

rattan 499 ,, 607 <a55 
Hemp 47,228 bales 47,786 bales 
Household 

goods 226 tons 148 tons 
Junk metal 5,086 ,, 4,468 ,, 
Kapok 303'. 25, 3 
Logs 1,448,462board 859,556board 
Lumber 1,484,078 feet 1,060,912 feet 
Molasses 1,350 tons —_— 
Ores, 

chrome 18,583, 18,357 tons 

iron 23,805 _ ,, —_ 

manganese 3,395 ,, — 
Pineapples, 

canned 11,298 ,, 2;452 5 
Rattan 98° 5, — 
Rope 284 =, 346, 
Rubber 60" 5, 48, 
Shells bP A way; 105783 
Sugar 58,207" 5, 21,093 ,, 


Tanning extract 94 ,, — 
Vegetable oil 

products Gi bay LSBs; 
General cargo 1,320 ,, 


Real Estate Market 


The month of July showed a_ sub- 
stantial increase in real estate pur- 
chases, with a total recorded of 
204 transactions having a value of 
P3,019,784, as compared with 259 trans- 
actions valued at P2,793,217 for June. 
Several transactions closed during July 
have not yet been registered. 


Mortgages registered in July amount- 
ed‘to P12,446,530, as compared with 
P7,559,958 for June. 


Comparative figures on transfers for 
the first seven months of 1946 to 1949 
are as follows: 


January-July 


1946 P23,488,400 
1947 41,729,193 
CC yen Satosa ots 33,084,753 
10490 hs eee 23,078,167 


1949 
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The largest transaction recorded dur- 
ing the month was the purchase for 
P472,000 of the 8,586-square-metre 
parcel on Azcarraga Street by the 
Philippine College of Commerce and 
Business Administration. Although only 
registered now the deal was closed a 
couple of years ago, before the College 
began construction of its multi-million- 
peso school plant. 


Philippine Financial Report 


Comparative figures of assets and 
liabilities of the Central Bank follow: 


ASSETS 


International Reserve ................ 
Contribution to International Monetary 

UDG Me errsrtcaiacioricss cae wee ieronianle 
Account to,Secure Coinage 
Domestic Securities: .. c.gccs es cece sans 
Due from Treasurer of Philippines .... 
Other Assets 


LIABILITIES 


Currency: Notes 
GOS avatar store te ears ee arene 

Demand Deposits — Pesos 
dollars 

Securities Stabilization Fund .......... 
Due to International Monetary Fund .. 
Other Liabilities 
(Ceres 6 SSS OSe Hs 58 Coos Odom oe eocco one 
Undivided Profit 


The June 30 statement was high- 
lighted by the drop of P41,000,000 from 
the previous month in the International 
Reserve. A decline in the amount of 
dollars received from the United States 
‘Treasury for account of the various 
United States Government agencies, 
‘which supplements the foreign ex- 
change earned from exports, resulted in 


banks having to rely heavily on the 
‘Central Bank for import exchange 
cover. 


The Government floated its first issue 
of Treasury bills on July 11. The offer- 
ing, on a discount basis,; was composed 
of P1,000,000 one-year certificates. One 
of the Manila banks was the successful 
bidder at P98.50. It has been reported 
that the proceeds of these certificates 
will be used to meet preliminary ex- 
penses for the development of the new 
Capital City. 

The revised rates established by the 
‘Central Bank on June 24 for exchange 
transactions with the commercial banks, 
still hold; selling 200.81 telegraphic 
transfer, and buying 200.75 telegraphic 
transfer. 

The rates between which the banks 
are permitted to quote to clients are 
unaltered at: 
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Selling Buying 
U.S. Dollars, T.T. 
over $500.00 P201.50 P200.50 
U.S. Dollars, De- 
mand over $500 P201.375 P200.375 
U.S. Dollars, T.T. 
and Demand 
under $500.00 . P202.00 P200.00 


Banks generally are quoting for prime 
business telegraphic transfer 201.25 sell- 
ing, and 200.625 buying. 

The decreasing velocity of business 
turnover, particularly in evidence the 
past few months, continues, while im- 
porters are carefully watching price- 
trends in the United States. Merchants 
in general complain that collections are 
slow. 


(in thousands 


of pesos) 

As of As of As of 
January 31 May 31 June 30 
717,969 682,648 641,617 
30,000 30,000 30,000 
113,106 113,306 113,306 
a 3,686 9,739 
-—— — 7,626 
19,320 21,994 22,681 
877,395 851,634 824,969 
621,521 544,970 534,425 
73,035 74,372 74,293 
169,351 152,153 135,433 
— 40,553 40,649 
2,000 2,000 2,000 
— 22,499 22,499 
1,488 2,052 2,128 
10,000 10,000 10,000 
— 3,035 3,537 
877,395 851,634 824,969 


Indonesia’s Imports & Exports 


Foreign Trade, First Quarter 1949 


Total foreign trade of Indonesia for 
the first quarter of 1949 amounted to 
593,700,000 guilders (US$225,600,000), 
an increased of 34 percent over the cor- 
responding quarter of 1948 (442,900,000 
guilders). The volume of trade for the 
two periods was 1,946,800 tons and 
1,385,900 tons, respectively, indicating 
an advance for the first quarter of 1949 
of 46 percent. 

Of the merchandise trade total, im- 
ports during the first 3 months of 1949 
of 484,100 tons valued at 279,500,000 
guilders, were 30 percent larger by 
volume, but only 2 percent by value 
than those reported a year earlier; while 
exports of 1,462,700 tons valued at 314,- 
200,000 guiders showed increases of 52 
percent by volume and 86 percent by 
value, 


Imports 

The indicated increase in the volume 
of imports during the first quarter of 
1949, as compared with a year earlier, 
was shared by all major commodity 


— 


groups, with the exception of paper, 
textiles, and machinery and vehicles, 
which showed decreases in volume re- 
spectively of 59, 11, and 12 percent, or 
an average of 27 percent. In absolute 
figures the decrease was from 40,900 
tons to 31,300 tons. All other categories 
—foodstuffs, fats, chemicals, rubbez, 
clothing, petroleum, minerals, metals 
and semimanufactures, however, show- 
ed increases ranging from 23 percent 
for base metals to nearly 700 percent 
for wood products. The total increase 
in volume for these groups was about 
37 percent, from 330,700 to 452,800 tons. 
Table 1 lists details for the individual 
groups. 


The value per unit of imports during 
the first quarter of 1949 was below 
that for the corresponding quarter of 
1948, with a decline averaging about 22 
percent. Only textiles (3 percent), 
petroleum (6 percent) and machinery 
and vehicles (26 percent) registered 
average-price increases per unit, as 
indicated. All other groups declined 
in price per unit, the decline ranging 
from 60 percent for nonmetallic miner- 
als to 5 percent for base metals. 


Exports 


The outstanding development during 
the first 3 months of 1949 was the fact 
that exports were 52 percent larger by 
volume and 86 percent by value than 
during the corresponding period in the 
preceding year. For mineral and min- 
ing products as a group, the increase 
amounted to 48 percent and 69 percent, 
respectively. Within this group, petro- 
leum products showed an increase of 
32 percent by volume and 79 percent by 
value; tin, 26 percent and 54 percent; 
and bauxite, 321 percent and 451 per- 
cent. Similarly, the increase for agricul- 
tural, forestry, and animal products as 
a group was 74 percent and 101 ‘per- 
cent, respectively. The recorded volume 
of exports for major individual products 
during the first quarter of 1949, with 
the volume for the first quarter of 
1948 in parentheses, was as_ follows: 
Rubber, 79,244 tons (52,408 tons); copra, 
85,887 tons (35,380); tea, 4,874 tons 
(887); palm oil, 19,380 tons (750); 
kapok, 1,896 tons (629); resins, 1,996 
tons (1,297); pepper, 1,837 tons (728);. 
coffee, 813 tons (1,181); hard fibers, 872 
tons (2,231); sugar, 1,429 tons (16,054): 
and mace-nutmeg 394 tons (888). 


Average unit values of exports during 
the first quarter of 1949 were 23 per- 
cent higher than during the earlier 
period. For petroleum products the 
value was 37 percent higher, for tin ore 
23 percent, for bauxite 32 percent; for 
coal 20 percent lower. For agricultural, 
forestry, and animal products, the in- 
crease averaged 16 percent, with de- 
creases recorded as follows: Palm oil 31 
percent, tea 25 percent, resins 21 per- 
cent, sugar 10 percent, mace 42 percent, 
and nutmeg 2 percent. On the other 
hand, the increase for tobacco amount- 
ed to 254 percent; for pepper, 38 per- 
cent; for hard fibers, 80 percent; for 
rubber, 23 percent; for kapok, 22 per- 
cent; and for copra, 8 percent. 
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TABLE 1.—Indonesia: Imports by Major Commodity Groups, First Quarter 
1949 and 1948 


Volume (in thou- Value (in million 


sands of metric tons) of guilders) 
Commodity group First First First First 
quarter quarter quarter quarter 

1949 1948 1949 1948 

i Oe) £2 dees) Me metre ts tire cites cs 484.1 371.6 279.5 274.2 
Foodstuffs, beverages, tobacco ........ 91.4 69.8 63.5 63.0 
AGS sc tiecic ipo sie 8 CORO yon Oe nie i a3) 12 ait 
EREMICANS 9 oa eccnctstevergiavens aim Oe iole sa oe 21.6 743) Tu? 10.5 
Rubber Products: cau tiGe Wore eee eee ee Agi 3 2.9 1.5 
Wood! products’ Giana i geet ce cron eee 1.0 al 8 al 
IRADST PY OGUCES i crisccuatenciele oe ate aiecce ae 4.3 10.4 3.6 10.0 
Hidesiand: Skins; bysieac o xeitieeenieteles en All 2 3 2 
TExteS ties. SF ae larder ra cnet Oe eee eee 12.8 14.4 92.7 100.8 
Clothing and gunny bags ............ 2.8 6 8.3 4.5 
Petroleum pPrOdUCtS 9... dcutem spleriosma ne 259.5 209.3 20.5 15.5 
Nonmetallic minerals ............. Es 49.5 21.3 6.6 7.2 
Precious =metals: |<). .0hc.s1 ss eae oe _- — m — 
Base: metal products’... : scacec eit ene 22.6 18.3 17.8 15.2 
Machinery and vehicles .......0...... 14.2 16.1 38.6 34.9 
Miscellaneous and samples ........... 2.9 2.8 8.8 9.7 


Import and Export Price Movements 


Relative prices, as reflected by a com- 
parison of prices per ton of recorded 
imports and exports have since 1947, 
slightly moved in favour of exports. 
while for 1948 they were 2.91 times as 
high. During 1948 there were, on a 
quarterly basis, wide fluctuations in the 
relative import-export unit price—from 
4.22 in the first quarter to 2.41 in the 
third quarter. The ratio for the first 
quarter of 1949 was 2.68. Since there 
are indications that workd market prices 
for several Indonesian exports are fur- 
ther declining, it may be expected that 
this downward tendency of the ratio 
may be reversed, and that therefore the 
purchasing power of exports relative to 
the cost of imports may decline. 
Changes in either direction are strongly 
influenced by alterations in the com- 
position of imports and exports. 


As compared with 1938, the unit 
value of recorded imports during 1948 
was about 2.45 times as large; and of 


exports, 3.35 times. During the first 
quarter of 1949 the former declined to 
2.41 while the latter slightly increased 
to 3.59. 


Production 


The productive mechanism has ex- 
perienced considerable improvement. 
Output during the first quarter of 1949, 
with 1948-first-quarter data in paren- 
theses: tin, 7,092 tons (6,460); bauxite 
179,021 tons (36,544); copra 97,327 tons 
(57,750); palm oil 20,361 tons (4,677); 
rubber 82,390 tons (52,797); tea 5,767 
tons (1,754 tons); palm kernel 5,363 
tons (880 tons); cinchona bark 1,293 
tons (1,078 tons); and crude petroleum 
9.762,027 barrels (6,794,109 barrels), 


Balance of Trade 


Foreign trade during the first quarter 
of 1949 resulted in a surplus of 34,700,- 
000 guilders, and compares with a de- 
ficit of 105,500,000 guilders for the first 
quarter 1948. 
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